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When You Insure Your Car 
with the Michigan Mutual 


you are following the best judgment of high executive 
officers in over 2800 of Michigan’s best known indus- 
tries and business concerns who carry Workmen’s 
Compensation, motor fleet and General Public Lia- 
bility Insurance with us. 

Then, too—you get the most complete and up-to- 
date ALL-SERVICE POLICY ever offered to motor- 
ists—providing in addition to the actual car coverage 


—AND AT NO EXTRA COST 


$2,500.00 Personal Accident Insurance on the Driver-Owner 
$25.00 Weekly Temporary Disability Insurance 
Emergency Road Service—Good Everywhere 
Full Touring Bureau Facilities 
Free License Plate Service 


5-PAYMENT PLAN IF YOU WISH 


The Michigan Mutual has paid over $4,000,000.00 
in dividends to date. 


OUR RATIO OF ASSETS 
TO LIABILITIES IS 1 | § % 


$1,780.00 with which to pay every $1,000.00 of indebt- 
edness on our books. 


MICHIGAN (gi 
LIABILITY * 


MUTUAL 
COMPANY 








—- hl 
Dividend Paying — Pieikkaat $4,000,000.00 
District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Ionia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Alpena Owosso 


Toledo, Ohio Fort Wayne, Ind. 
Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


Workmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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PrevENTION of loss through 
selection, inspection, educa- 
tion and cooperation, is the 
foundation on which the 
whole mutual siructure is 
built. 
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are general fire insurance carriers 


we Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 


Ohio Millers Mutual Insurance Co............ Van Wert, Ohiv 
Michigan Millers Mutual Fire Insurance Co... . . . Lansing, Mich- 
Mill Owners Mutual Fire Insurance Co... ....Des Moines, Iowa 
Millers Mutual Fire Insurance Co.......... . -Harrisburg, Pa. 
Millers Mutual Fire Insurance Co........... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co... . . Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association......... Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co.. . Indianapolis, Ind. 
Millers National Insurance Co.................. Chicago, Ill. 


MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. 38 Chicago, Ill. 


A service organization maintained by the 
Mill Mutuals. 
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BETTER INSURANCE 
At Lower Net Cost 







CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 








INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 







LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 







LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 







NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 







PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 








Offices From the Atlantic to the Pacific 






— Gale & Stone, Boston Justin Peters, Philadelphia ™ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 

James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 

The Martin General Agency, Seattle, Denver, San Francisco, 
Angeles, Vancouver, Portland, Spokane. 
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COL. WM. H. KELLY 


Commissioner of Banking and Insurance 


State of New Jersey 


CoMMISSIONER KELLY is an executive of vigorous type widely known in business 
circles and has charge of both the banking and insurance departments of his state 
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About the Insurance World 


Brief Review of What Is In the Magazines and In the Mail 
Which Comes to the Editor’s Desk 


Someone Call WE don’t like to 


the Ambulance be __ superstitious, 

but some man 
with an evil eye must have been 
passing through Alhambra, Cali- 


fornia, on October 2lst when the 
following sequence of events took 
place. The opening in the hard luck 
campaign was the crash of two auto- 
mobiles in the main part of the city. 
A large crowd gathered to view the 
wreckage and was showered with 
glass when Doctor William Hale broke 
his office window in his haste to see 
what all the excitement was about. A 
man running out of a grocery store 
when the crash occurred stumbled 
and dropped two bottles of milk, 
which broke and caused the downfall 
of several of the scurrying throng. 
Firemen were called to sweep up the 
debris but were immediately recalled 
to answer a fire alarm and in spinning 
around, the hook and ladder brushed 
two more spectators to the pavement. 
No one was seriously hurt but the 
whole incident would serve to point 
a perfect object lesson on the need 
for accident insurance. 
INSURANCE 
Commissioner 
Charles D. Living- 
ston of Michigan 
stated that he will back any move 
made by the insurance companies to 
institute a state bureau to regulate 
all forms of compensation insurance 
and to make rates for Michigan, in a 
speech delivered before the Casualty 
and Surety Field Club of Michigan at 
Detroit. 

The Commissioner stated that he 
is heartily in favor of such a state 


Livingston 
Approves 
Rating Bureau 


bureau and believes that it would do 
much to bring about a better condi- 
tion in compensation lines. 

New Kentucky GEMILL B. 
Commissioner 


SENFF was ap- 
Takes Office pointed and sworn 
in as Insurance 


Commissioner of Kentucky on 


November 9th, relieving Acting 
Commissioner Charles I. Brown of 
Shelbyville. He fills the vacancy 


created last Spring by the resignation 
of Bush W. Allin of Harrodsburg. 
Mr. Senff is a brother of County 
Judge Earl Senff of Moorehead, and 
well known throughout the state. 
He is a publisher of Mount Sterling 
and a former member of the State 
Racing Commission. 


Kansas Mutuals THE Thirty-third 
HoldConvention Annual Conven- 

tion of the 
Kansas State Association of Mutual 
Insurance Companies was held at 


Beloit, Kansas, on November 2nd 
and 3rd. Among the prominent 


speakers on the program were the 
Honorable Charles F. Hobbs, Com- 
missioner of Insurance for Kansas; 
Mr. A. H. Myers, President, The 
Indiana Mutual Fire and Cyclone In- 
surance Company; and Mr. Douglas 
A. Graham, State Fire Marshal of 
Kansas. The President’s annual ad- 
dress was delivered by Frank P. 
Barlow, who is Secretary of the 
Southern Kansas Mutual Insurance 
Company. He pointed out with 
clarity and detail the problems facing 
the mutual companies of that state. 


Uniform Traffic ACCORDING to 


Regulations a statement issued 
Recommended by the Depart- 

ment of Com- 
merce, automobiles are taking a 


smaller toll of lives in states which 
have adopted uniform vehicle laws 
and regulations. Fatalities were re- 
ported to be 30% lower in states 
having the standard driver’s license 
law. In the opinion of Secretary of 
Commerce Chapin, general chairman 
of the National Conference on Street 
and Highway Safety, “the need for 
uniform motor vehicle laws through- 
out the country is self evident.” The 
uniform vehicle code for state legis- 
lation which was revised and brought 
up to date two years ago, furnished 
an invaluable basis for states desiring 
to bring their laws up to the best 
modern and uniform standards. 


Dwelling Losses 
on the Increase 


A VERY  inter- 
esting analysis of 
the status of the 
dwelling house risk classification, 
long considered as preferred, will be 
found in the October 15th issue of 
the Standard. Taking up the official 
compilations of the Massachusetts 
Department of Public Safety for the 
period 1921 to 1931, it shows the 
tendency towards increased losses 
in this classification. The percentage 
of dwelling losses to the total state 
losses runs as follows for the period: 
1921, 15%; 1922, 22.3%; 1923, 
19.6% ; 1924, 19.4% ; 1925, 26.4% ; 
1926, 25.7% ; 1927, 30.7%; 1928, 
23.7% ; 1929, 31%; 1930, 30.9% ; 
1931, 39.9%. In 1931, dwellings ac- 
counted for $6,695,510 out of the 
total state loss of $16,777,176. The 
number of losses on dwellings ‘in 
1931 was also greater than in any 
other year in the ten year period, 
being $5,205, or 54.4% of the state 
total of $9,555. The Standard points 
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out that the change in the status of 
the dwelling homes as a preferred 
risk is not confined to Massachusetts. 
National Board country-wide data 
show an actual increase of 50% in 
the number of dwelling house fires 
during the period from 1925 to 1931, 
which can be offset only in part by 
the increase in the number of dwell- 
ings. About 31% of the total fire loss 
of the country not included in dwell- 
ings, the class accounting for the 
total loss of $159,000,000 in 1931. 
The Standard concludes, “As a class 
the dwelling house risk would seem 
to want closer underwriting than has 
been the rule in recent years if the 
class is to remain in fact a preferred 
risk.” 

Insure Radio 
Program 


AN insurance 
policy with a face 
amount of $500,000 
was issued to cover the 90-minute 
Plymouth Radio Business Conference 
which was broadcast on November 
Ist over the Columbia network. The 
policy, issued by the National Surety 
Company, afforded financial protec- 
tion in case of breaks in the land 
wires which connect the numerous 
stations in the Columbia network, or 
the failure of any part of the in- 


tricate equipment for transmitting 
the program. The news account 


failed to state whether or not the 
policy protected the Plymouth Com- 
pany in the event that the program 
had been forced off the air by 
emergency S.O.S. calls, or other de- 
velopments. 

Mr. Chrysler, when signing the 
agreement covering the insurance 
policy, explained that the Plymouth 
division of Chrysler Corporation was 
taking it out because of the import- 
ance of the Radio Business Con- 
ference to its future business. 


New Rating A meeting to or- 
Organization ganize the Middle 
in Philadelphia Department Rating 

Organization — will 
be held in Philadelphia, November 
22nd. The new group will replace 
the four separate rating bodies now 
existing in Pennsylvania and ap- 
proval of the plan of organization 
has been given by virtually all stock 
fire companies operating in Pennsyl- 
vania, Delaware, and Maryland. It 
is expected that the elimination of the 
other rating organizations will effect 
a substantial saving in cost to the 
contributing companies and avoid 
duplication of effort and conflicting 
regulations. The change will bring 
the state into line with New York 
and other progressive common- 
wealths in centralizing rating control 
with one body. 
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Expect Economy ACCORDING to 
With New Map. Harry R. Thie- 


Uniformity meyer, Field Sup- 
erintendent of the 
Insurance Company of North 


America, widespread economy in 
both time and money in the fire field 
is expected as a result of the adoption 
of a program of uniformity in both 
map symbols used in fire insurance 
underwriting and in the blanks used 
for reporting inspections of risks. 
Both the uniform inspection blank 
and the simplified system of map 
symbols have been approved by the 
Western Underwriters’ Association, 


the Eastern Underwriters’ Associa- 
tion and the Southeastern Under- 
writers’ Association. The plan for 


uniform map symbols was approved 
by the Map Committee of the Na- 


tional Board of Fire Underwriters. 
Commissioner THEODORE 
Thulemeyer THULEMEYER, 
Marries Commissioner of 


Insurance for Wyo- 
ming was married on November 27th 
at College Springs, Iowa, to Miss 
Kathryn Dayhoff, daughter of Rev. 
Charles S. Dayhoff, who performed 
the ceremony. 

Mr. and Mrs. Thulemeyer are on 
a trip through the east stopping at 
Washington, D.C., Philadelphia and 
New York City and will be at home 
in Cheyenne after December 12th. 


W. Va. Mutuals 
Hold Their 
Annual Meeting 


THE Eigh- 
teenth Annual 
Meeting of the 
West Virginia 
Association of Mutual Insurance 
Companies was held in the Gore 
Hotel, Clarksburg, W. Va., on Wed- 
nesday, November 16th. The feature 
of the meeting was a, round table 
discussion in which practically all of 
the problems now before these com- 
panies were considered. The under- 
writing aspect of the business came 
in for particularly thorough treat- 
ment, with the question of over in- 
surance at present values and the 
difference in experience on the vari- 
ous classes coming in for a large 
amount of discussion. Possible steps 
to reduce loss through arson were 
also considered. 


Fire Loss Lower THE 


in Cincinnati 


fire loss in 
Cincinnati for the 
first nine months of 
1932 was only 55% of the total for 
the same period of 1931. To October 
1, 1931, the total insurance loss in 
Cincinnati was $514,988.00. For the 
same period this year it was $280,- 
166.00. The loss for the last three 


months of 1931 was greater than for 





the first nine months of 1932. Should 
the losses for the succeeding three 
months of this year equal or fall be- 
low the average for the first nine 
months of the year, Cincinnati will 
close 1932 with a per capita loss of 
less than $1.00. 


A Bad Day SENTENCE of four 
For Day years in the Federal 

prison at Leaven- 
worth, Kansas, was imposed on 


Jerome B. McCutchan of St. Louis, 
for his part in the conspiracy to use 
the mails to defraud in connection 
with the operation of the Continental 
Indemnity Company of America and 
other insurance companies. Darby A. 
Day of Chicago, McCutchan’s asso- 
ciate, was fined $2,500 on one count 
and placed on probation for a year 
under another. Judge Reeves was 
lenient with Day because he said the 
evidence showed he was less guilty 
of fraud than McCutchan. 


Day and McCutchan had combined 
a number of small automobile com- 
panies into the Continental Indemnity 
Company of America, which had a 
short and hectic existence. 


A NEW appliance 
which makes use 
of the sensitivity 
of selenium cells to light has been 
developed by an English scientist and 
is being tested by London Lloyd’s. 
On several occasions the actual de- 
tection of fire was accomplished 
through the medium of light varia- 
tion. When smoke issued from the 
hold the compact electrically-operated 
machine started an alarm bell and a 
visible sign was flashed to a con- 
venient place on the bridge. Carbon 
dioxide was then conveyed to the 
seat of the fire. 


Mich. Withholds THE reinsurance 
Independence of the Independ- 
Indemnity ence Indemnity of 

Philadelphia by 
the International Reinsurance of Los 
Angeles prevents. further operations 
in Michigan of the Independence In- 
demnity, at least temporarily, it has 
been revealed by insurance depart- 
ment officials. 


Detect Fire 
By New Means 


The International Reinsurance has 
had an application for license before 
the Michigan Department for some 
months but no action toward author- 
izing the carrier has been taken. 

Commissioner Charles D. Living- 
ston conferred with a representative 
of the Philadelphia company at the 
Detroit departmental office. He made 
it clear that the International Rein- 
surance would not be licensed here 











‘until after a convention examination. 
Carl M. Hanson is the President of 


both companies and recently put 
through the merger. 
Calif. Premiums THE total prem- 


Decline iums received in 
But Little California in 1931 
by all insurance 


companies doing business in the state 
were only 3.6% less than those re- 
ceived in 1930, according to the 
annual report submitted to Governor 
James Rolphe, Jr., by Commissioner 
E. Forrest Mitchell. This favorable 
result is primarily due to the excel- 
lent showing of life insurance and 
liability insurance. Life premiums 
increased nearly $7,000,000 last year 
over 1930 and liability insurance 
showed an increase of more than 
$2,000,000. The increase in liability 
premiums is attributed to the auto 
financial responsibility law. 


ACCORDING to 
the annual report 
of the State Indus- 
trial Accident 
Board of Massachusetts, insurance 
companies paid a total of $8,978,058 
under the workmen’s compensation 
act for the year ending June 30, 1931, 
a decrease of $183,325 from the pre- 
vious year. The amount paid in 1931 


was $9,861,383. 


The number of reported injuries 
for the year ending June 30th is 
144,133, or 36,530 less than during 
the previous year, and the number of 
cases on which the Board ordered 
companies to make payment was 
50,006. There were 282 fatal cases, 
a decrease of 62 in comparison with 
the previous year. 


Compensation 
Payments 
Lower in Mass. 


Need Not AN insurance com- 
Compromise pany does not have 
Auto Liability to compromise a 
Claim claim brought 


against an assured, 
according to a recent decision of the 
New Jersey Court of Errors and 
Appeals, in the case of MacDonald 
v. Royal Indemnity Insurance Com- 
pany. The defendant company could 
have settled the action against the as- 
sured for $2,000 but it failed to do 
so and a verdict of $7,500 was re- 
covered. This judgment was set 
aside and subsequently a settlement 
could have been made for $3,500. 
A judgment for $20,000, however 
was recovered. 


The court pointed out that the 
obligation of the insurer was to in- 
demnify against loss within certain 
limits, to defend all suits and to pay 
certain specified costs and expenses. 
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“Defendant appears to have done 
exactly what it was called upon to do 
under the terms of its policy,” said 
the opinion. “Nor is there any ev- 
dence that it defended the law suit 
growing out of the automobile acci- 
dent in a negligent and careless 
manner. It did not agree to, and was 
not obliged to settle by the payment 
of money the action brought against 
this assured. The allegations of 
negligence in the complaint were not 
proved at the trial.” 


No Subrogation THE New Jersey 
In Compensation workmen’s com- 
In New Jersey _ pensation act ex- 

tends no relief to 
an insurance carrier, either by way 
of subrogation or reimbursement, 
when recovery exceeding the amount 
of compensation is obtained by de- 
pendents of a deceased employee 
from a third party through whose 
negligence the employee was killed, 
according to a recent decision of the 
New Jersey Court of Errors and Ap- 
peals, in the case of Erie Railroad 
Company v. Michelson, administra- 
trix et al. 


Mrs. Michelson had been awarded 
compensation for herself and the de- 
pendents of her deceased husband. 
Weekly payments were made to her 
by the insurance company. As ad- 
ministratrix she sued the Erie Rail- 
road and recovered a judgment of 
$27,000 for causing her husband’s 
death. 


In holding that the administratrix 
was entitled to the full judgment ob- 
tained from the railroad company, 
the court said that “the legislature 
has provided only that the employer 
shall be entitled to receive from the 
third person wrongdoer the amount 
of compensation payments which the 
employer has paid, when the judg- 
ment against the wrongdoer is in ex- 
cess of the compensation award.” 


“In the instant case,” the court 
continued, “the employer paid noth- 
ing to its employee’s dependents, all 
weekly compensation payments hav- 
ing been made by the insurance com- 
pany directly to said dependent and 
therefore Frederick Snare Corpora- 
tion, employer, was not entitled to 
have Erie Railroad Company retain 
for its benefit any part of the judg- 
ment recovered against the railroad 
company. The statute in question 
extends nu relief to the insurance 
company either by way of subroga- 
tion or reimbursement.” 
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New Book A HANDBOOK for 
on Buildings building owners, in- 

surance agents, fire 
preventionists, and others, titled 


“The Law and the Building” has just 
been completed by Michael J. Reidy, 
chief inspector of the Bureau of Fire 
Prevention, New York Fire Depart- 
ment. It is the first manual of its 
kind for those engaged in the opera- 
tion and management of buildings 
and plants. Its purpose is to clarify 
the disjointed elements of laws gov- 
erning safety to life and property 
from fire, and the material is pre- 
sented in a manner devoid of tech- 
nicalities. 

It is illustrated with photographs 
and diagrams of standpipes, sprin- 
klers, valves, fittings, pumps, fire 
alarm systems, and auxiliaries. The 
book is published by the Building 
Publications, 53 Park Road, and sells 
for $2.50. 


Prizes For A SINCLAIR Re- 
Auto Safety fining Company of 
Record Fort Worth, Texas, 
is offering rewards 

totalling $10,000 to municipalities and 
states showing the best record in 
automobile accident prevention from 
October 1, 1932, to September 30, 
1933, the purpose being to encourage 
safety in driving. The first prize of 
$5,000 will be given a municipality of 
over 50,000 population showing the 
best record. The second prize of 
2,500 will be awarded in the same 

population class to the holder of the 
second best record. An award of 
2,500 will be made to the state hav- 

ing the best automobile safety record. 


New Floater A NEW personal 


Policy Form property floater 
For December | form will become 

effective De- 
cember Ist with a schedule of 


modified rates and the creation of a 
new territory; Nineteen for Texas. 
At the same time jurisdiction over the 
contracts is assumed by the Inland 
Marine Underwriters Association. 
The rates are approximately the same 
as those in the tentative rate sheets 
put out by the I.M.U.A. about 15 
months ago, when that organization’s 
only jurisdiction under this form was 
over commissions and minimum 
premiums. 


A number of clauses in the con- 
tract have been changed; the pro- 
vision relating to coverage for prop- 
erty of servants or guests has been 
clarified, protection being definitely 
given for servant’s property while on 
duty, even while away from the resi- 
dence of the owner, but not otherwise 
except in the premises. Guest prop- 
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erty is protected only while on the 
premises, 

Wines, liquors, and narcotics have 
been excepted from the coverage, as 
is furniture while stored in a ware- 
house for a period longer than three 
months. Damage to electrical appa- 
ratus caused by electricity is excluded, 
whether artificial or natural, unless 
fire ensues, and then the policy will 
only pay for loss of building by the 
fire. 

Three exceptions not found in the 
old form are: Loss or damage caused 
by wear and tear, dampness of at- 
mosphere, extremes of temperature, 
deterioration, moths, vermin, inherent 
vice or damage sustained due to or 
resulting from any repairing, restor- 
ing or retouching process; 
damage caused by marring§ or 
scratching, property not specifically 
scheduled with the description of the 
article ; property on exhibition in fair 
grounds or on premises of any na- 
tional or international exposition 
unless such premises are specifically 
described in the policy or by endorse- 
ment. 


loss or 


or damage resulting from 
war, invasion, hostilities, rebellion, in- 
surrection, or confiscation by any 
government or public authority, or 
risks of contraband or illegal trans- 
portation and/or trade are excepted. 
This policy, however, covers damage 
due to strikes, riots and civil commo- 
tion. 


Loss 


This form was one of the reasons 
for the ruling on marine insurance 
recently promulgated by the New 
York superintendent of insurance. 


Great Need A RECENT sur- 
For Protection vey has revealed 

that the annual 
sickness and accidents is 8 
billion dollars, which is almost twice 
the cost of running the Federal gov- 
ernment. Doctor Ray Lyman Wilbur, 
Secretary of the Interior of the 
United States, ina survey taken from 
a preliminary report made by the 
committee on cost of medical care 
disclosed that sickness and accidents 
cost the people of this country more 
than 8 billion dollars, or approxi- 
mately $65 per capita annually. Com- 
paring this figure with the total gold 
reserve in the country of approxi- 
mately 4 billion dollars, it becomes 
increasingly impressive. 


cost of 


Engaged in the care of sick and in- 
jured are 143,000 physicians, 200,000 
graduate nurses, 142,000 practical 
nurses, and 7,000 hospitals with 


5,500 staff members and employees. 
On an average day 700,000 persons 
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are cared for in hospitals and there 
are more than 3,500,000 persons dis- 
abled all of the time. The year 1931 
witnessed the accidental killing of 
97,500 persons and there were 9,459,- 
QOO disabled by accidents. 


Since more than twice as many 
persons are disabled through sickness 
than accidents, there were more than 
20,000,000 people sick at one time or 
another last year. And if those who 
were killed and injured are added 
to this figure, there were about 
30,000,000 of a total population of 
122,000,000 people who © suffered 
last year through sickness or acci- 
dents. 


Blind Eye Hurt A WORKER 
Non-Compensable who had_ been 

blind in one eye 
due to a previous injury is not en- 
titled to compensation for loss of the 
eye as a result of a second injury, 
unless a suitable artificial eye cannot 
be used, according to a decision of the 
North Carolina Industrial Commis- 
sion, in the case of Downs v. Model 
Laundry. Commissioner T. A. Wil- 
son held that “it is quite evident that 
the legislature did not have in mind 
penalizing the employer by a hun- 
dred weeks for the loss of an eye 
where the worker had previously lost 
his vision.” 


BURGLARY 
policy covering a 
safe contained a 
provision barring recovery unless 
there was a “forcible opening evi- 
denced by visible marks upon the 
exterior” of the safe. The outer 
doors of the safe were opened 
without any mutilation, but visible 
evidence of the force used remained 
on the interior door tg the locked 
compartments of the safe. It was held 
that there was a loss covered by the 
policy. The court said that the visible 
marks clause was a “trick clause 
obviously designed to afford a tech- 
nical means of escape from liability.” 
The evidence of visible marks on the 
exterior of the looked compartments 
from which the stolen goods were 
taken was sufficient. The case was 
Blacknall v. Maryland Casualty: 
Texas Court of Civil Appeals; 52 
S.W. (2nd) 288. 


Court Rewrites <A 
Policy Clause 


Fire-Proof DATA gathered by the 
Buildings Continental Insurance 
Progress Company show a slow 

but steady movement 
away from frame construction to 


brick, cement, and stone in the larger 
cities of the nation. The records show 
that in more than 30 important 





centers, which at the beginning of 
1932 had 2,389,918 buildings of all 
types, the number of non-frame 
structures had increased since 1921, 
on the average, about 11% more than 
the number of frame. The average 
increase in the total of all buildings 
in 37 cities was 42%, and the average 
gain in the frame class, in 32 cities, 
was 31%. 


ACCORDING to an 
opinion rendered by At- 
torney General James 
M. Ogden of Indiana to Insurance 
Commissioner, John C. Kidd, the 
State Insurance Commissioner is not 
required to file in his office as a public 
record the report of a special ex- 
amination of a domestic fire insurance 
company. 


Report Not 
For Public 


It was pointed out that exceptions 
had been taken to the reports by the 
companies and no action has been 
taken upon them except to withhold 
the reports from the public file. A 
demand was made, however, by a 
stockholder that the report be made 
public and a copy furnished to him. 

In ruling that the report need not 
be made a matter of public record, 
Mr. Ogden pointed out that some 
of its conclusions were based on 
statements of persons not connected 
with the company. 


“Such statements,” he said, “while 
of undoubted value to the Commis- 
sioner in the performance of his 
duties and to guide him in his future 
actions in the premises, are of doubt- 
ful propriety in a document which is 
to assume the status of a _ public 
record.” 


Auto Rates AN increase of 40% 
Are Raised __ in the public liability 
In Texas rates for commercial 

motor vehicles and 
22.6% for private automobiles was 


ordered by the Texas Board of In- 
surance Commissioners after a hear- 
ing October 27th. At the same time 
the property damage premium rates 
for private automobiles was reduced 
6.9% while that for commercia’ 
trucks was lowered 5.3%. 


The Board was presented with ex- 
perience tables by Fred R. Harris, 
manager of the Texas Automobile 
Insurance Service, showing that for 
Texas the average damage per private 
automobile is $11.00 per year and the 
average damage per truck is $14.88. 








Additional notes will be found on 
pages 22, 23, 24 and 25. 
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Investments of Insurance Carriers 


Cardinal Principles Which Economic Laws Demand Must 
be Followed in Handling Company Funds 


ten for periods varying from the 

24 hours of the travel accident 
insurance “ticket” to the life-time 
contracts of life insurance. In some 
cases, such as bonds running to the 
government or title insurance, the 
term of the contract extends in- 
definitely into the future. Premiums 
are usually due either at the inception 
of the contract or periodically during 
its life. It is the general rule that 
the price of insurance is payable in 
advance of the rendering of the serv- 
ice of protection, though a fixed or 
flexible period of credit is usual. 


yep contracts are writ- 


Losses and expenses are, in large 
part, distributed over the life of the 
contract, though in many cases, 
losses (and, to a less extent, ex- 
penses) are payable over a consider- 
able period extending beyond the time 
of occurrence of the event causing 
loss. Fire losses are usually adjusted 
and paid promptly; liability losses 
may be in the courts for years; dis- 
ability pensions are often payable 
until the death of the payee. 


Insurance, therefore, necessarily 
involves the accumulation of funds 
to meet losses. Practical experience 
shows that such funds must be ac- 
cumulated in advance of the occur- 
rence of losses and of incurring 
expenses of operation, and that ad- 
ditional funds must be available as 
security against the insufficiency of 
the amounts which it has been cal- 
culated will be needed for meeting 
losses and expenses. 


At the end of 1930 the total assets 
of insurance companies in the United 
States was reported in the Insurance 
Year Book to be, in round numbers, 
$27,724,000,000, distributed by types 


of insurance as follows: 


Fire and % 
Marine ...... $ 2,913,000,000 11 

| Fi eae epee 18,880,000,000 68 

CN ¢evass 5,931,000,000 21 





$27,724,000,000 100 


In the normal course of business, 
it is expected that yearly cash incomes 
will exceed cash disbursements, in 
other words, that an insurance car- 





1 These figures are probably not perfectly accu- 
rate but they are the best available. 
or all companies combined the percentage is 
approximately 90. 


By Prof. Ralph H. Blanchard 


Professor of Insurance, Columbia University 
Editor, McGraw—Hill Insurance Series 


rier will not be obliged to dip into 
accumulated assets in order to meet 
its current obligations. Many quali- 
fications and exceptions might be 
made to this statement but it indicates 
reasonably accurately a general char- 
acteristic of the insurance business. 
As a consequence of this character- 
istic, a large proportion of the assets, 


varying from about 82 per cent in 
the case of casualty companies to 
about 95 per cent in the case of life 
companies, will be invested in real 
estate, mortgages, stocks, bonds, and 
collateral loans.” 


Normally, such investments will be 
sold only when an advantageous 
switch from one investment~to an- 
other is possible. While this state- 
ment is generally true, the probable 
exceptions vary considerably from 
one line of insurance to another. Life 
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insurance companies, even in times of 
stress, do not expect to be obliged to 
sacrifice investments in order to 
obtain needed cash. Income from 
premiums, interest, dividends, and 
rent, as well as cash available through 
the maturity of bonds and other 
securities, should enable them to meet 
not only current claims but also any 
increased demand for policy loans. 
Mutual companies have a further re- 
source in the possibility of cutting 
dividends to policyholders. Demands 
for cash due to depression or epidemic 
come after reasonable warning, and 
while they may necessitate careful 
planning and changes in investment 
policy, they would become seriously 
embarrassing only under the most 
adverse general conditions. 


At the other extreme stand the 
bonding companies. Bad economic 
conditions bring dishonesty to light 
and result in failure to meet obliga- 
tions guaranteed under surety bonds. 
Losses must, be paid with reasonable 
speed, while any offsetting salvage 
available to the companies is inde- 
terminate and can be realized only 
after a considerable lapse of time. 


In general, other lines are less sub- 
ject to sudden demands for large 
amounts of cash, but fire insurance 
has its conflagrations and workmen’s 
compensation insurance its mining 
catastrophies. 

Life insurance carriers are sharply 
to be differentiated from other types 
in their requirement of long-term 
solvency. Contracts are written for 
life-time terms, and obligations to 
beneficiaries may extend over their 
lives. Great conservatism is necessary 
to assure long-continued ability to 
meet all obligations. Further, if a life 
insurance company should get into 
financial difficulties, its policyholders 
could not change their insurance to 
other companies without considerable 
loss. Many would even be unable to 
secure insurance in other carriers be- 
cause of lack of insurability. Bene- 
ficiaries would have no means of 
making good the loss occasioned by 
inability of the carrier to meet its 
obligations. 


In other lines, contracts are written 
for short terms. The alert policy- 
holder may be able to forsee diffi- 
culties and secure insurance in 
another carrier without serious loss 
or inconvenience. Further, he is more 
likely to be carrying his insurance as 
a business matter and to have reason- 
ably competent advice on the condi- 
tion of his carrier. But even here, 
with the development of the liability 
and compensation lines, there is the 
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prospect of long-continued obligations 
which make safety of a carrier neces- 
sary in the future as well as the 
present. 


These differences have been urged 
to justify a variation in the types of 
investments permitted to insurance 
carriers. Life companies have for 
long been denied the right to invest 
in common stocks ; only recently have 
they been given the restricted per- 
mission to buy conservative preferred 
and guaranteed stocks. Other com- 
panies, stock and mutual, have been 
held to bonds issued by governmental 
units for the investment of an amount 
equal to the minimum capital required 
of a stock company. Beyond this 
amount they have been relatively free 
to invest as they chose. 


As a consequence, carriers other 
than life have come in too many cases 
to regard themselves as conducting a 
combination of an insurance business 
and an investment-trust business. 
Low profits on underwriting were to 
be supplemented by  stock-market 
profits. But the opinion is now pretty 
generally held that an insurance car- 
rier should stick to its last, and should 
write insurance on the basis of col- 
lecting premiums to cover losses and 
expenses, rather than for the purpose 
of making profitable investments. 
Stock companies should aim to make 
a margin of underwriting profits for 
their stockholders ; mutual companies 
should collect premiums sufficiently 
high to make assessments only a re- 
mote possibility. Investment of funds 
should be incidental to the insurance 
business, and not its prime function. 


owen 


N setting aside funds to meet losses 

and expenses and to serve as a 
“back-log,’ it is not assumed that 
such funds will be inactive. On the 
contrary, they will be expected to earn 
their share of annual income. But the 
maximum of income from this source 
on which the management of an in- 
surance carrier should rely is a con- 
servative percentage return in the 
form of dividends and interest. Profits 
from the increase in value of invest- 
ments, while not to be refused when 
they may be realized, should not be 
relied upon, nor should mere paper 
profits blind the management to the 
possibility of paper losses. 


In most forms of insurance, prem- 
ium rates are expected to yield suffi- 
cient revenue to meet losses and ex- 
penses. But in certain cases invest- 
ment income in the shape principally 
of interest and dividends, is counted 
upon to contribute to the payment of 





losses. In life insurance, the income 
from investment supplements the 
premiums in a marked degree, in fact, 
it is calculated that a certain minimum 
interest rate (usually 3 per cent or 
3% per cent) will be earned on the 
amount of the reserves, and devoted 
eventually to meeting claims. Dur- 
ing the year 1931, income from in- 
terest and rent, for life insurance 
companies doing business in New 
York State, amounted to over 25 per 
cent of the total premium income. In 
certain other lines, notably disability 
and workmen’s compensation, obliga- 
tions to make payments over a con- 
siderable period involve the necessity 
of setting up reserves calculated on 
the assumption that investments will 
earn 3% or 4 per cent. Any return 
from investments in excess of the 
assured percentages represents a gain 
to the company. 

Even where no definite reliance is 
placed on investment earnings to meet 
losses and expenses, such earnings are 
important. During 1930 mutual fire 
and marine insurance companies do- 
ing business in New York State re- 
ceived investment earnings of $9,- 
273,385, or approximately 20 per cent 
of the total dividends paid to policy- 
holders. Well-managed stock, fire 
and marine insurance companies 
usually keep dividends paid to stock- 
holders well within investment earn- 
ings; during 1930, United States 
stock companies doing business in 
New York State paid out $77,137,186 
in dividends or approximately 77 per 
cent of their total investment earn- 
ings. 

soa 

NSURANCE carriers are, in view 

of what has been said, concerned 
with the safety, convertibility and 
yield of securities.* But different 
types of carriers, relying on invest- 
ments for different purposes, properly 
set up different requirements. In life 
insurance safety over a long period 
of time is of paramount importance, 
a high yield is desirable but never 
at the expense of safety, while con- 
vertibility is of least importance. The 
ability of such companies to meet 
their obligations rests in large measure 
on the safety and yield of their in- 
vestments. It is conceivable that it 
might be necessary to convert them, 
but highly improbable. 

In fire and marine insurance safety 
is, of course, of great importance, but 
the nature of the business is such tha! 
reliance is not placed on investments 

(Continued on page 31) 


3 Investment in real estate is customarily limited 
by law to a negligible amount: the discussion of 


investments may, therefore, be limited to securities, 
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The Interlocking Directorates 


Evils Which Arise from Unregulated Duplication of Members of 
Boards of Affiliated Companies 


able President, a Committee 

was named to make an inquiry 
into the question of holding com- 
panies and interlocking stock control 
of insurance companies, to point out 
the dangers, if any, in this sort of 
control and to suggest remedies for 
such dangers if they were found to 
exist. 


B: appointment of our Honor- 


Having been honored by being 
named to this Committee, I crave 
your indulgence while I submit for 
your consideration a report on my 
findings and conclusions in this 
matter. 

For convenience in discussing this 
problem, I have divided the subject 
matter into two parts: fire and cas- 
ualty insurance companies on the one 
hand, and life insurance companies 
on the other. 


Interlocking and holding company 
control of fire and casualty insurance 
companies do not present as danger- 
ous an aspect for the policyholders 
as do like conditions in a life insur- 
ance company, for the reason that a 
policyholder can easily and quickly 
change his. carrier without serious 
loss, because his policy has no value 
except the unearned premium unless 
an unpaid loss is pending; therefore, 
at the first signs of impending disaster 
to his carrier, he can run for cover. 


This is not true with the life in- 
surance policyholder, for his policy, 


An Address 


By HON. S. A. OLSNESS 


Commissioner of Insurance, State of North Dakota 


Delivered at the Commissioners’ Convention at 
Dallas, Oct. 17, 1932 
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if it has been in force for any length 
of time, has a loan value, a cash sur- 
render value, or an extended insur- 
ance value which is either lost or 
greatly diminished by surrender ; and 
renewal of the coverage in another 
company is accompanied by a higher 
rate of premium on account of in- 
creased age, and there is always the 
danger of rejection on account of 
physical impairment or other limita- 


tions which might have been incurred 
after the contestable period in his 
original policy has been passed. 


It is therefore the duty of every 
supervising state insurance depart- 
ment official to safeguard in every 
manner possible the life insurance in- 
vestment of the men and women of 
our country. 


Touching just briefly on the fire 
and casualty insurance insofar as it is 
affected by interlocking or holding 
company control, let me point out the 
principal objections to this practice. 


This practice consists in what could 
probably be termed “legal deception,” 
by which one company or group or 
holding company acquires control oi 
another company engaged in a like 
business. The subordinated company 
perhaps has earned a good local rep- 
utation and, after its acquirement by 
the new owners, its policies continue 
to be issued in the old form, under the 
old name, and, to all intents and pur- 
poses, no change has occurred that 
can be discerned by the insuring pub- 
lic who go on placing their business 
in what they believe is a home com- 
pany and giving to it the loyal and 
patriotic support that all good busi- 
ness men give to a home industry. 


Some day they awake, however, to 
the fact that what they thought was 
a home industry is nothing more nor 
less than a general agency for some 
foreign corporation located hundreds 
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or thousands of miles away, and their 
patriotic and loyal support, instead of 
having boosted or aided a local en- 
terprise, has merely assisted an or- 
ganization that collected their pre- 
miums and those of their neighbors 
and sent the proceeds out of their 
trade territory. This discovery is 
nearly always accompanied by dis- 
satisfaction, discontent and distrust 
and, in the event of the failure of the 
company, by charges of misrepre- 
sentation. 


This fault could easily be remedied 
by requiring all reinsured policies to 
have printed plainly across their face 
the name of the company in which 
they are reinsured ; or, in the case of 
one company being owned and con- 
trolled by another company, a state- 
ment to this effect should be con- 
tained in the heading of the policy 
contract. 


The other danger in the interlock- 
ing or holding company control of 
fire and casualty companies is the 
ever-present danger that whereas one 
company’s assets are invested in the 
stock of another company engaged in 
a similar business, the weakening or 
failure of one is bound to weaken the 
other, and, in the case of a calamity 
or conflagration, the whole structure 
is bound to crumble. 

The remedy for this situation is 
legislation that will limit the invest- 
ment of fire and casualty company 
assets in the stock of other fire and 
casualty companies, giving to those 
companies whose investments of this 
class might exceed the limitation im- 
posed ample time to come within this 
limitation without undue loss through 
the disposal of their holdings. 

As regards life insurance, however, 
the problem of interlocking or hold- 
ing company control presents a much 
more serious aspect, because here we 
are dealing with trust funds which 
creates a situation that is much more 
important than a mere cold-blooded 
business proposition. 


Millions of persons relying on the 
stability of our life insurance com- 
panies, as emphasized by constant ad- 
vertising and solicitation, are induced 
to follow the advice of our leading 
statesmen and prominent citizens and 
entrust the future happiness and wel- 
fare of their loved ones in the prom- 
certain life insurance com- 
panies to carry out certain contracts 
after the disability and/or death of 
the wage earner or head of the 
family. 


ises of 


This is a sacred trust and upon its 
fulfillment depends the future wel- 
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fare of millions of widows and or- 
phans and other dependents who may 
be left helpless by the death or dis- 
ability of the husband or father or 
head of the family. 

The only institution that stands be- 
tween the policyholder who has made 
provision for his dependents through 
life insurance and the company which 
has agreed to assume the responsi- 
bility for him is the insurance de- 
partment of the state in which the 
policyholder made his home. 

The responsibility of the insurance 
department in this respect is greater 
than that assumed by any other su- 
pervising authority in our state gov- 
ernment, because the policyholder has 
passed from the scene, is no longer 
able to protect and defend his loved 
ones, and the duty of seeing that the 
company carries out its part of the 
contract devolves upon the insurance 
department. 

Supervising insurance department 
officials should therefore be always 
on the alert for anything that might 
in any way weaken the measure of 
protection or the ability to provide 
protection that the companies assume 
in their contracts with their policy- 
holders. 

oOs 
HE reserve requirements for the 
protection of life insurance 
policyholders has caused to be as- 
sembled in the assets of our life in- 
surance companies a stupendous total 
of wealth that is being added to tre- 
mendously day by day, until, without 
doubt, the assets of life insurance 
companies represent the largest vol- 
ume of money that is controlled by 
any one industry, business, or pro- 

fession in the world. 

[t is this money, when invested in 
bonds and mortgages, that has built 
our roads, our schools, our court 
houses, and public buildings, that has 
financed our railroads, our light and 
water and power plants and our in- 
dustrial enterprises, besides financing 
the purchase of farms in the rural 
districts and homes in the urban 
districts. 

While every dollar of these billions 
is the property of the policyholders, 
the companies administer this great 
fund in trust for them, subject to 
state regulation. 


Of late, the eyes and minds of per- 
sons imbued more with a spirit of lust 
for power and wealth, rather than for 
service to humanity, seem to have be- 
come focused on the insurance field 
with its untold wealth of assets. 

The acquirement of control of life 
insurance companies by men of this 





character, with greed instead of serv- 
ice as their object, is fraught with un- 
told danger to the policyholders and 
their beneficiaries. 


Interlocking and holding company 
control enter the picture here because 
it is through these methods that the 
identity of the manipulators is hid- 
den. A holding company acquires 
control of a majority of the stock of 
a life insurance company and pledges 
it for collateral to secure control of 
one or more other life insurance com- 
panies ; then using the holding com- 
pany as a clearing house there be- 
gins a switching of assets back and 
forth, with a commission clipped off 
here, a discount there and a fee some 
other place, all of which eventually 
land in the pockets of the manipula- 
tors, to the detriment of the policy- 
holders. 


Eventually, a bank is acquired and 
then an investment company, with 
control vested in the holding com- 
pany; then starts the unloading of 
doubtful securities upon the life in- 
surance companies in the group, the 
substitution of questionable securi- 
ties for sound investments, and, when 
a final showdown or accounting is 
made, either at the time of the im- 
pairment of the company or an ex- 
amination by the Department, only 
a shell of the reserve assets required 
by law remains, the manipulators 
having switched, traded, and appro- 
priated to their own use everything 
that had a money value in the com- 
panies over which they had control. 

This is not an idle dream nor a 
rash statement, because fresh in the 
mind of every listener is the history 
of several large crashes in the past 
few years, and still in the news 
columns of our daily papers are 
found reports of the entry or dis- 
charge from penitentiaries of men 
once prominent in the life insurance 
affairs of this nation. 


So far, no appreciable loss has been 
incurred by policyholders, because 
other companies or groups have come 
to the rescue and salvaged enough 
from the wreckage to enable them to 
take over and carry on the obligations 
to the policyholders. 


SS 


HILE I am dealing with inter- 
locking directorates and holding 
companies as they relate to insurance, 
I may say, this evil extends also to 
other fields of human activities as 


well. Senator Norbeck of South 
Dakota is chairman of the Senate 
Banking Commission, in which ca- 
pacity he has made extensive investi- 











‘gations in connection with the 
practices of the Stock Exchange. In 
his speech, “Senate’s Stock Exchange 
Inquiry,” last May, I find some state- 
ments so much apropos to our sub- 
ject under discussion here that I can- 
not refrain from quoting the follow- 
ing : 

“A generation ago only a few stocks 
were listed on the market. Property was 
owned by individuals, not by corporations. 
Today, the reverse is true. The average 
man or woman in the Eastern section of 
the United States now owns very little 
property, except as shares in some big cor- 
poration, or bonds on same, and these 
shares and bonds are being manipulated up 
and down to the great loss of those who 
actually own them. I believe that owners 
of shares should be protected by law, the 
same as the owners of a home, a farm, or 
a town lot; they are not so protected now. 
If your property is in the form of stock 
or bond, a manipulation of the market may 
make you poor in a day, even though you 
are not a speculator. If the market prac- 
tices had been more fair and the investor 
had been protected, there would not have 
been such a severe depression, there would 
not have been so much unemployment. But 
the manipulators are powerful and they 
don’t intend that anybody shall interfere 
with their game.” 

Speaking of the unprecedented 
concentration of wealth which flowed 
into Wall Street during the Exchange 
craze in 1927, ’28 and ’29, and the 
resulting crash, the Senator draws 
this gloomy picture: 

“The results, however, are severe. Fam- 
ilies are destitute. Suicides are common. 
Widows and orphans are the harvest. 
Should we stand idly by? It is admitted 
that more than twenty million people, most 
of them heads of families, lost their sav- 
ings when the boom burst in 1929. Just 
think of it! Twenty million families in 
the United States were affected by these 
losses! That is, only one-third of the pop- 
ulation of this country escaped the direct 
effect—and they suffered indirectly.” 


What the Senator has said here 
applies with equal force to the ruina- 
tion left in the wake of a collapsed 
insurance company. The following 
from an insurance journal illustrates, 
graphically the allurement and the 
effect of gambling in stocks and 
securities as it affects assets of insur- 
ance companies: 





“One day this week a group of half a 
dozen prominent insurance executives were 
lunching at the Drug & Chemical Club. 
One of the number gleefully observed that 
the stock market advance had enriched his 
company by $75,000 that morning. This 
led to a rush to the stock ticker in the 
corner of the lounge and some enthusiastic 
calculations. It developed that the increase 
since morning in the market value of the 
investments of the companies represented 
in the group totaled no less than $1,500,000. 
No wonder the smiles at that particular 
table lighted up the whole end of the room.” 


The receiverships of the Inter- 
Southern Life Insurance Company of 
Louisville, Kentucky, and the Se- 
curity Life Insurance Company of 
Chicago, Illinois, are familiar, no 
doubt, to all insurance commissioners, 
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and therefore would appear to re- 
quire no special comment. Without 
doubt, such receiverships were the 
direct result of promotions arising 
from interlocking directorates and 
the consequent juggling of assets. 


These companies had a total of in- 
surance in force amounting to $193,- 
402,198.00 on December 3lst, 1931, 
which would indicate many policy- 
holders were affected by such re- 
ceiverships. This is particularly true 
since moratoriums on loans and cash 
values have been effected in both 
cases. 


The fact that the laws of some 
states permit insurance companies to 
invest their surpluses in common 
stocks no doubt tends to further in- 
crease the evil. 

Dom 
ILLIAM Z. RIPLEY, pro- 
fessor of Political Economy at 
Harvard University, in a _ recent 
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article entitled “Public Utility In- 
security,” gives us another striking 
description of the holding company 
evil thus: 


“Shift, shuffle, and barter—borrowing 
from Peter to pay Paul—that is what 
comes next, when once a great family of 
interlocking corporations is substituted for 
a simple set-up. A recent case before the 
Vermont Public Service Commission, that 
of the Green Mountain Power Company, 
exemplifies this danger. This little operat- 
ing concern proposed a bond issue, asking 
permission therefor; but upon examina- 
tion it appeared that the entire proceeds 
were to be immediately diverted to another 
corporation which was in urgent need of 
funds. Similarly, the Staten Island Edison 
Corporation tried to issue $8,500,000 of 
mortgage gold bonds for the benefit of a 
holding company higher up in the same 
group. 

“It is such monstrosities as these, re- 
versing the meet relationship between 
finance companies and operating concerns, 
which turn the holding company into a 
vampire to draw away life blood from the 
operating concerns upon which the public 
immediately depends for service at fair 
rates. 


The Primary Function of an Insurance Company Should Be to Pay Losses 
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“The second unfavorable tendency of 
public utility finance is undue complexity 
of financial set-up. It is bad enough that 
a nest of paper corporate vermin should 
intercoil without let or hindrance of de- 
cency. But, to make a bad matter worse, 
some of these companies indulge in an 
elaboration of securities utterly without 
precedent. One of them has almost 30 dif- 
ferent layers from the first mortgage bonds 
on the ground floor to stock purchase war- 
rants in the attic. All sorts and conditions 
of preferred, prior preferred, and prefer- 
ence stocks, with all sorts of alphabetical 
labels as to the rate of interest or con- 
vertibility, and with every conceivable con- 
tingent priority, are heaped upon one an- 
other. The senses fail in depicting the con- 
sequent involvement.” 

Where is all this leading to and 
what can we do to prevent it? is 
the paramount question before the 
Convention today. My opinion, re- 
spectfully presented for your con- 
sideration, is that this Convention 
should go on record in the strongest 
terms possible, accompanied by all 
the publicity we can secure, in con- 
demnation of any further acquire- 
ment of control of life insurance com- 
panies by holding companies or the 
control of one life insurance company 
by another, or the control of two or 
more life insurance companies by the 
same group of individuals. 

The reinsurance of one company’s 
business by another should not be 
interferred with if accomplished 
under proper state supervision. 

Investments in the stock of one life 
insurance company by another should 
be entirely prohibited and legislation 
should be enacted to accomplish this 
desired reform, all of which will lead 
to the placing of the responsibility 
for the faithful administration of the 
policyholders’ trust funds and the 
fulfillment of the company’s obliga- 
tions under its contracts in the hands 
of certain individuals whose identity 
will be clearly established, thus frus- 
trating all attempts to conceal the 
ownership of control stock to evade 
responsibility. 

Legislation should likewise be rec- 
ommended that will absolutely pro- 
hibit the investment of any funds of 
a life insurance company in the stock 
of any bank or any investment com- 
pany, and no bank or investment 
company should be permitted to hold, 
own or control more than 10% of 
the stock of any life insurance com- 
pany: and the ownership or control 
of a life insurance company through 
interlocking directorates between the 
life insurance company and banks or 
investment companies, or through 
joint ownership through a_ holding 
company, having control of two or 
more of the institutions, should be 
covered by this prohibition. We 
should have for our ultimate goal a 
situation where each life insurance 
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company would be standing on its 
own feet, free from all entangling 
alliances with outside interests, man- 
aged by officers whose administration 
of their duties would be in the in- 
terest of the policyholders whose 
funds they are handling rather than 
the interest of certain stockholders 
whose primary object is the manipu- 
lation of these funds to their own 
private benefit. 

Great care must be taken, however, 
in putting these reforms into effect, 
that the remedy does not do more 
harm than the disease. Readjustment 
of investments and control by com- 
panies already involved in holding 
company or interlocking control must 
be accomplished without loss to the 
policyholders, and without undue 
publicity which would retard or 
handicap the growth of the company, 
or make it the Object of attack or 
suspicion by uninformed persons or 
malicious enemies. 

Whereas, prompt action is neces- 
sary to prevent any further spread 
of this evil, caution should be exer- 
cised and ample time allowed for all 
companies to come within the pro- 
visions of whatever regulatory legis- 


lation should be recommended to 
enact. 
Insurance department officials 


should bear in mind that rash state- 
ments, hasty action, and assumption 
of authority not granted by law on 
their part in dealing with problems 
of this kind ofttimes cause as much 
if not more harm than the evil they 
are complaining of or attempting to 
curb. 
soa 

ECENT court decisions and 

criticisms of insurance depart- 
ment supervision by courts have 
tended to create a suspicion in the 
minds of some people that a spirit of 





unfairness is sometimes exhibited by 
insurance department officials in their 
dealings with the public and with 
certain insurance companies. 

The head of each insurance de- 
partment in the country should re- 
solve to conduct his department in 
such a manner that no such sus- 
picion or criticism can attach to 
any of his actions, and his decision 
in matters affecting the solvency 
of companies of the public welfare 
should be founded on absolute facts 
and not hearsay, prejudice or per- 
sonal dislikes. 


Here, I am going to cite a little 
statement sent to me by a friend, 
taken out of the National Under- 
writer for September 19, 1932. The 
excerpt of this article has just come 
to my attention and it reads as fol- 
lows: 


“Best Objects to Interlocking Stock 
Ownerships. Addressing the International 
Association of Insurance Counsel, Alfred 
M. Best devoted the chief part of his ad- 
dress to fire and casualty problems, but 
had this to say regarding interlocking stock 
ownerships: 

“‘T am especially opposed to the owner- 
ship by a life insurance company of stock 
of another life insurance company for three 
reasons: (1) Non-liquidity—there is no 
ready market, and where stock control of 
another company is held, its sale would 
disrupt the operating plans of the parent 
concern; (2) because there is room for 
large and entirely honest difference of opin- 
ion as to the value of such holdings, and 
this condition should not exist in respect 
to any asset of life insurance companies; 
and (3) because as a rule the current yield 
of life insurance stocks is too low to justify 
the investment.’ ” 


Therefore, I move, Mr. President, 
that a committee of five commis- 
sioners be appointed by the President 
to compile a resolution embodying the 
recommendations contained in this 
report, and report the same back for 
action by this Convention before the 
Convention adjourns. 


Discussion 


OF INTERLOCKING DIRECTORATES 
BY HON. JOS. B. THOMPSON 


Superintendent of Insurance for the State of Missouri 


missioner for the State of 

North Dakota, has rendered 
a real service to this Convention by 
his able discussion of this subject. 
His findings, based upon research and 
experience, afford a new impetus for 
all comissioners to do everything 
within their power to curb these evil 
practices with which all of us are 
more or less familiar. 


O UR esteemed friend, the Com- 


Commissioner Olsness has pointed 
out that these evils are not so dis- 


astrous to holders of fire and casualty 
policies since, as he expresses it, 
“they can run for cover” at the first 
sign of danger. But what about the 
average insured who fails to see these 
danger signals and, upon sustaining 
a heavy loss, finds the insurance com- 
pany is unable to pay because possibly 
some holding company has just 
finished the milking process? Re- 


ceiverships and liquidations of such 
companies always show that many 
proper loss claims cannot be paid, or, 
at best, they are settled for a few 











cents on the dollar of the amount of 
protection which the insured had paid 
for, year by year. While these cases 
are few in proportion to the total 
number of policyholders in a com- 
pany, the results are serious, fre- 
quently disastrous, to the unfortunate 
insured who failed to run for cover. 
Apparently, however, the most 
vicious depredations have been com- 
mitted by holding companies and 
interlocking directorates in connection 
with life companies. The disease 
seems to have flourished, and its 
ravages have been more devastating, 
in that field. I am not going to place 
a blanket indictment against all hold- 
ing companies nor charge all of them 
with bad faith and bad practices. 


The general plan of a holding com- 
pany looks simple and innocent. In 
itself, it is not necessarily vicious. It 
might operate along lines entirely 
proper and not inimical to the welfare 
of policyholders, but it opens wide 
the door of temptation to the weak 
and unscrupulous. It points a short 
road to big profits. If the directors of 
the holding company decide to take 
short cuts in order to make money 
quickly, they acquire some 6% Arctic 
Region mortgages at bargain prices 
and trade them to their own insurance 
company at face value, relieving the 
insurance company at the same time 
of some of its low interest bearing 
securities, such as government bonds. 
The holding company directors seem 
to justify such a course in their own 
minds by the mere fact that they also 
own most of the stock of the insur- 
ance company and, naturally, they 
would not cheat a company which they 
themselves own. The sequel to such 
a transaction would be for the hold- 
ing company to sell the government 
bonds for cash and declare a dividend, 
and for the insurance company to 
continue to hold the Arctic Region 
mortgages to the bitter, frozen end. 


HE foregoing holding company 

is a very simple affair. Com- 
missioner Olsness has suggested a 
more nearly complete set-up with a 
holding company controlling a bank, 
an investment company, and an in- 
surance company. Such a set-up, if 
inclined, can really perform wonders. 
The investment company can sell 
securities to the insurance company 
and to the bank; the bank can resell 
some of the same securities to the in- 
surance company, maybe at an ad- 
vance in price ; the insurance company 
usually carries an abnormally large 
cash deposit in the bank; business is 
good on all fronts. When the board 
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of directors for the holding company 
desire to trade assets as between the 
bank and the insurance company, o: 
the investment company, the deal is 
easily and quickly put across, for the 
same board serves all companies. As- 
sets are bought, sold or juggled in a 
manner which would never be con- 
sidered if the board of directors serv- 
ing the insurance company was, as 
Commissioner Olsness has so well 
said, “standing on its own feet” and 
“free from all entangling alliances 
with outside interests.” 











JOS. B. THOMPSON 




















When under examination, it is 
possible for the bank and the insur- 
ance company to switch securities, or 
even loan securities, one to the other. 

To make the record look a bit 
better, the bank or the investment 
company will sell securities to the 
insurance company under a repur- 
chase agreement. This has the fra- 
grance of the flower but the sting of 
the bee. If the deal goes “sour” on 
the insurance company, will its officers 
bring suit against its directors or will 
the directors sue themselves to en- 
force the contract? When a loss is to 
be taken in such deals, the good old 
reliable insurance company is usually 
the goat. It can and it has absorbed 
an enormous amount of punishment. 


Commissioner Olsness mentions 
specifically the Inter-Southern Life 
Insurance Company of Louisville and 
the Security Life Insurance Company 
of Chicago, and I fully concur in his 
conclusion that both these companies 
came to ruin because of the evils 
under discussion. 


Why is control so all-important to 
an investment company or to a hold- 
ing company which buys stock in a 
life insurance company? What serv- 
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ice can they render to the insurance 
company? Why will the holding 
company pay $60.00 per share for a 
block of stock sufficient to control 
when the same stock can be bought 
in lesser but substantial quantities on 
the open market for $5.00 to $15.00 
per share? When a holding company 
or investment bank pays many times 
what the stock is really worth, merely 
to control the management and assets 
of an insurance company, is it not 
prima facie evidence that the pur- 
chasers intend to so manage and so 
control such company and assets as 
to get their money back, either 
through a trap-door or by using a 
suction pump? It is self-evident that 
ridiculous prices will not be paid for 
control unless that control in itself 
will enable the purchasers to take 
profits over and above the earnings. 


Qeoew 


RIGHTFUL abuses have been 

perpetrated upon a few life in- 
surance companies through the 
ingenious machinery of holding com- 
panies, interlocking directorates of 
allied companies, and _ repurchase 
agreements. Drastic remedies will 
have to be resorted to in order to 
stamp them out. The best of legal 
talent is employed by them to keep 
barely within the law or evading its 
clutches. The insuring public has been 
wronged, cheated and defrauded. 
Other legitimately operated com- 
panies, have suffered, more or less, 
by the resulting impairment of that 
implicit confidence which the public 
has had in old line legal reserve life 
insurance companies. 


Remedies must come through legis- 
lative enactments. Insurance Depart- 
ments cannot possibly watch each and 
every transaction of each company, 
day by day. They cannot, and should 
not, attempt to manage the affairs of 
companies under their supervision. 


Even in the face of definite in- 
formation that assets are being traded 
between the insurance company and 
allied companies, to the detriment of 
the insurance company, the Depart- 
ment may be powerless to prevent 
such transaction. The only safeguard 
which will prove effective will be 
definite and drastic legislation with 
severe penalties provided. 


I would suggest, therefore, the 
Committee which Mr. Olsness recom- 
mends be requested to draft ap- 
propriate bills to curb control or 
prohibit transactions between insur- 
ance companies and holding com- 
panies, investment companies, or 


(Continued on page 31) 
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“He Profits Most Who 


” 
Serves Best 
Tien American Agency Bulletin seems much dis- 


turbed in a recent issue because someone at a mu- 

tual convention is reported to have said, “Those 
who would destroy the profit system and corporate con- 
trol in America as an answer to the present difficulties 
are in error.” This statement is described as being a 
“blow on the chin” and as startling as if “at the Phila- 
delphia convention of the National Association of In- 
surance Agents some intrepid speaker had said some- 
thing to the effect that those who would destroy the 
profit system and corporate control in America as an 
answer to the present difficulties are eminently correct. 
It is likely that nothing short of a riot would have 
ensued.” And, we quote further, “stock insurance is 
an outstanding exponent of the profit system and cor- 
porate control. It is built upon them. Their very 
essence impregnates the stock insurance structure. 

“Mutualism, on the other hand, would tear them 
down. It is based on the theory that invested capital 
has no right to make a profit.” 

Our first reaction to the item is to compare the mutual 
attitude with that of the stock agents. 

May the gods protect the present so-called profit sys- 
tem if the average stock representative is its principal 
and shining exponent. To one acquainted with the 
shallow argument of the common or garden variety of 
stock insurance partisan, the above quoted statement 
occasions no surprise. Such fulminations are fre- 
quently made in desperation by a group who find per- 
fectly legitimate straight forward competition too much 
for them. It is characteristic of their procedure, by 
which they hope under cover of smoke-screen propa- 
ganda to salvage for a little while longer something out 
of the wreck of their effort to establish a monopoly on 
the premium dollars paid by the people of their home 
communities. 


< 
“<> 


T may be the disposition of those who control the 
programs of the conventions of stock insurance 
agents to frown on the presentation of any new ideas at 
their meetings, but the mutuals welcome information 
from whatever source it comes. Mutual conventions do 
not attempt to hamstring either the style or thought of 
speakers. Mutual insurance is a growing thing, in mind 


as well as in premium volume, and has -no disposition 
to refuse a hearing. to anyone who will speak frankly. 
The concern of the stock spokesman over the alleged 
rage inspired by a reference to “profit” at a mutual 
meeting is entirely fanciful as well as gratuitous. 

Our second reaction is that no business can long en- 
dure where profit is the first consideration. This is 
especially true of the enterprise of insurance, which is 
a service and not a commodity. When a company is 
formed for the sole purpose of extracting money from 
the public, the whole theory of good business is turned 
topsy-turvy. Doing something for the public in the way 
of supplying what the people want and doing this eco- 
nomically with a maximum of safety and convenience is 
the test of good commercial practice. Profit which does 
not grow out of honest value eventually comes to an 
inglorious end, as has been observed by many a stock 
agent. 

Mutual insurance began right in the first place asking 
itself not how much can be made out of it but what is 
the best means of rendering insurance service. Mutual 
charges are thus on the basis of service for handling 
money put up initially not by stockholders to make 
more money, but by policyholders to protect themselves 
against hazards. There is no thought of antagonism to 
profit, for that element has not entered into the picture, 
since the assureds are serving themselves with their own 
cash. Because someone else desires to take that cash 
and do the same or lesser work with it, certainly does 
not obligate the owner of the money to embrace the 
more expensive system. 

The statements quoted are incorrect, unsound, and 
verge toward the libelous. Mutual insurance is solidly 
built into the foundations of American commercial life 
to the extent of over thirty-seven and a half billions of 
dollars of protection. Mutual insurance men are the 
outstanding exponents of individual initiative and effort. 
They represent an institution whose birth and growth 
are rooted in the very beginnings of the country. Mutual 
insurance is an institution steeped in the American tra- 
ditions, and decidedly American in its methods and busi- 
ness conduct. Its attitude toward commerce, toward 
civic and governmental affairs is reflected in the patriotic 
integrity and keen common sense of its more than ten 
million policyholders. 

ooaD 

A** agent who purports to be an insurance man 

should know that there is a decided difference be- 
tween insurance and the average enterprise such as the 
manufacture of automobiles, shredded wheat, or pianos, 
or similar businesses. Obviously, the business of a 
manufacturing concern, which delivers a definite com- 
modity for an agreed price and pays its share of interest 
on its invested capital and makes a profit, is in no way 
comparable to an insurance company which offers a 
promise of protection involving indemnity which it may 
never be called upon to deliver. The manufacturer of 
automobiles expends his own funds to build or rent a 
plant, to purchase raw materials out of which he pro- 
duces a finished product that the public may or may not 
choose to buy. He does not first collect from the pros- 
pective purchaser and use the latter’s funds in the mak- 
ing of his products. Getting his investment back again 


with a profit, if possible, depends upon his ability to 
create and sell something the public can and will use. 
Insurance, on the other hand, is purely a service. It 
has been frequently admitted, and often stated, by re- 
sponsible stock insurance men that “all insurance is 
(Continued on Page 18) 
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Life-Lights Against a Business Background 


Some Post-Election Observations 


AVING bet a peanut to a 
caraway seed that Roose- 


velt would not carry more 
than 40 states, I dropped in on my 
enthusiastic Democratic friend, Jack 
Ralston, jobber in hardware notions, 
to pay the penalty for my conservat- 
ism. In generous mood I offered him 
a sack of the goobers, but with that 
strict integrity which characterizes 
him he declined to take more than 
one. He said he didn’t care for pea- 
nuts, anyhow. 


And then, since the new deal as yet 
had not brought a rush of customers, 
and the morning mail consisting of 
17 appeals for contributions to 
worthy philanthropies, 5 letters of 
thanks from successful candidates, 7 
offers to sell him sundry commodi- 
ties, and 3 small orders for coat- 
hangers had been cared for—the 
wastepaper basket getting most of it 
—we settled down for a post-election 
chat. Ralston had a box of cigars, 
which an even more venturesome 
gambler than myself had risked and 
lost on a hunch that Hoover would 
be re-elected by the silent vote—that 
mysterious element of the electorate 
which no confiding candidate ever 
yet discovered in the ballot box. 

“Well,” said Ralston, emitting five 
expert rings in succession, “the Lit- 
erary Digest called the turn again. 
The holding of presidential elections 
has become an unnecessary expense 
in this country. Journalistic efficiency 
combined with advertising acumen 
gets the result and makes a profit on 
it. Why should we tax ourselves to 
duplicate the performance?” 


Se 


ss HAT is an obviously jesting 

view of the Digest’s achieve- 
ment—and I mean no pun—but there 
are more serious aspects to the straw 
vote as modern technique has de- 
veloped it,” I answered. “It is a ques- 
tion whether it has not become some- 
thing of a menace to the free and 
unbiased expression of public opin- 
ion at the polls. We may well con- 
sider whether such a national can- 
vas, with the results broadcast each 
week during the campaign, does not 
influence as well as reflect the drift 
of sentiment. When a candidate takes 
a long start in the early counts is it 
not possible that the wide publicity 
given his lead makes it extremely 
difficult for his opponent, by any 
process of refutation or education, 





By S. J. DUNCAN-CLARK 


to catch up with him? The band- 
wagon vote, that is swayed by pop- 
ular trends rather than by reasoning 
persuasion, is stampeded before ar- 
gument can reach it. I think there 
is genuine danger in the tendency of 
the nationally conducted straw vote 
to encourage mobocracy rather than 
intelligent democracy. It may be that 
we will have to pass a law about it.” 

“I suppose that might have oc- 
curred to me,” said Ralston, “if 
Hoover rather than Roosevelt had 
been the beneficiary. I admit it’s a 
thought that merits further considera- 
tion.” 

“Thank you,” I replied, mockingly 
bowing my acknowledgment. “There 
is another angle of it that also may 
have escaped your attention. If the 
Literary Digest can come so close to 
final results by a mail canvas of a 
portion of the electorate, why should 
not all the actual voting be done by 
mail under government safeguards ? 
It would be an immense saving of 
expense to the government and of 
time to the voters, and could be made 
less susceptible to fraud than the 
present system. If there is any good 
to be gained from the journalistic 
venture that seems to me to be the 
biggest possibility.” 

“Once again I credit you with a 
considerable idea,” Ralston smiled. 

DOD 

“6 ND, since we are looking for 

lessons in the recent political 
convulsion, let me suggest further 
that something ought to be done to 
make unnecessary the rather distress- 
ing spectacle of a president of the 
United States engaging in a barn- 
storming campaign. Although I 
hoped for Hoover’s success I was 
not happy in the final weeks of the 
struggle when he was over-straining 
himself physically and mentally in an 
effort to avert the threatened ava- 
lanche. We had been getting away 
from that kind of thing, and the dig- 
nity of the high office is not served 
by it. 

“Personally I am in favor of 
lengthening the term of the presi- 
dency, say to six years, and limiting 
the incumbent to one term. In six 
years, without the disturbance of 
anticipating a campaign for re-elec- 
tion, a president ought to be able to 
try out and give effect to his policies, 
if he is the right sort of president. 
The temptation to build a personal 


machine would be eliminated. His 
whole thought could be given to 
statesmanship, rather than divided 
between that and politics. He would 
have three Congresses. If the sec- 
ond went against him from the party 
standpoint, he would have one more 
chance for two years with a friendly 
Congress before his term ended. [ 
am not going to wait for you to com- 
mend this suggestion. I'll say my- 
self that it deserves consideration.” 
I ground the smouldering end of my 
half smoked cigar in the ash tray. 
“Your election bet smokes are not 
so good,” I remarked. 

“The man who bites the end off a 
gift cigar has no right to complain,” 
rebuked Jack. “Defeat may brighten 
you intellectually but it has not im- 
proved your disposition. The thing 
that impresses me is the fact that 
while other countries have been riot- 
ing, we have had a political revolu- 
tion without disturbance. Even in 
Chicago, with its hundreds of thou- 
sands of unemployed, and its election 
eve parade of socialists and comu- 
nists, I am told they had the most 
orderly election in years. That gives 
me a fine sense of American stabil- 
ity, and courage for the future. I 
feel now that we are going to pull 
through without any of those terri- 
ble experiences that some of our 
Jeremiahs have predicted.” 

“You're right,” I agreed heartily. 
“Moreover, although I voted with 
the negligible minority, I am willing 
to admit I have no fear that the 
change in administration will upset 
the republic, or delay recovery of 
normal life. Now that political un- 
certainty is at an end, and decisively 
at an end; now that a government is 
assured in which White House and 
Congress will be harmonious for at 
least two years, we can all get back 
to the underlying economic tasks of 
stabilizing on the new levels and pro- 
moting our liquidated business and 
industry along sound lines of de- 
velopment.” 


a ap ig 
HE telephone rang. Jack an- 
swered. “That’s another order,” 

he said. “The new deal is working.” 
I rose and made for the door. 

“Here’s your sack of peanuts,” he 
called after me. 

“Take ’em home to your starving 
children,” I said, “as proof that we 
have turned the corner.” 
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“Who Serves Best”’ 
AN EDITORIAL 
(Continued from Page 16) 
fundamentally mutual and depends 
upon the contributions of the many 
in order to take care of the misfor- 

tunes of a few.” 

Thus insurance companies (and 
they are corporations whether they 
be stock or mutual) are purely ser- 
vice organizations which accumulate 
from the policyholders the funds out 
of which losses and expenses are 
paid and the necessary reserves set 
up. Unlike the manufacturer of au- 
tomobiles who must produce a car, 
put it on the showroom floor, and 
deliver to a customer before payment 
is received, the insurance company 
first secures the funds from the pol- 
icyholder and then pays the losses 
out of those funds as necessity re- 
quires. 

The blurb that mutual insurance is 
antagonistic to the profit system 
merely puts into another form the 
old cry of the stocks that the mutual 
idea in insurance is socialistic. This 
same thing was said of mutual life 
insurance companies, which now 
write over 92% of the life insurance 
carried in this country; and it has 
been demonstrated in that field, 
which is identical in its plan of or- 
ganization and operation with mutual 
property insurance and mutual cas- 
ualty insurance, that the socialistic 
argument is utterly fallacious. As a 
matter of fact, it has been conclu- 
sively demonstrated time and time 
again that all insurance is funda- 
mentally anti-socialistic, since its 
whole program of operation is based 
on private property and individual 
responsibility. It has been repeatedly 
pointed out that if there were no pri- 
vate property there would be noth- 
ing to insure, for under state owner- 
ship there would be only community 
losses and gains, a system which 
would admit of no need for the dis- 
tribution of losses. 

NSURANCE is an essential part 

of the theory of private property 
and individual ownership, all forms 
of which depend upon the danger of 
loss to the individual. Mutual fire 
insurance companies exist for the 
purpose of protecting economic 
values of specific property. Mutual 
casualty companies exist, not only to 
protect economic values, but to pro- 
tect life values. Both are distinctly 
individualistic, not only in their op- 
eration but in their management. 
They are outstanding examples of 
personal initiative and_ enterprise. 
They exist basically for the purpose 


JouRNAL OF AMERICAN INSURANCE 


of reducing the huge losses due to 
the great fire waste in this country, 
and to reduce, by preventative meas- 
ures the accidents which impair or 
utterly destroy human life. They 
emphasize, first of all, prevention, 
and then furnish the soundest form 
of protection against the chance hap- 
pening of the event which so often 
occurs in spite ofthe greatest precau- 
tion which it is humanly possible to 
exercise. The individualistic system 
as opposed to sdcialism does not at 
all necessarily require the employ- 
ment of capital in the form of cap- 
ital stock. Examples of this can be 
found in other fields as well as that 
of insurance. The _ individualistic 
system preserves a spirit of enter- 
prise, initiative, and freedom within 
the proper bounds of the individual 
himself ; and this is exactly what is 
accomplished by ‘the great structure 
of mutual insurance in all of its 
various aspects. Mutual insurance 
is essentially a part of the profit sys- 
tem in the best and in the highest 
sense of the term. 

Mutual companies are formed for 
and operate for the profit of the in- 
dividual and body politic generally 
—the individual profiting by the sav- 
ings which accrue to him directly, 
and society profiting by the reduction 
in the utter waste occasioned by fire 


or accident. 
DSO 


OT until mutual insurance ac- 

tively entered the general writ- 
ing field did stock insurance abandon, 
if it can be said to have abandoned, 
its attitude of indifference, for ex- 
ample, to the devastation wrought by 
fire. Stock insurance operated, and 
perhaps still in a measure does oper- 
ate, on the theory that the more fires 
the greater market for the sale of 
insurance. This attitude was frankly 
admitted in a statement made by Mr. 
E. Milligan of the Phoenix Mutual 
Fire Insurance when, as a witness 
before a special Illinois investigating 
committee he stated: 

“Speaking for the company, for the fire 
insurance companies, I should say that the 
reduction of the firé waste would not be 
a profitable thing. I think, Mr. Chairman, 
that, as a business, fire insurance is con- 
ducted by companies—like the one I repre- 
sent—with most satisfaction and with 
larger profits in the years when fires are 
plenty; a good number of fires means a 
good premium account.” 

That attitude indicates the callous 
unconcern, not only for the common 
good, but for the system of profit and 
corporate control, of which stock in- 
surance claims to be the outstanding 
exponent. It is not the mutuals who 
are enemies of the present profit sys- 
tem; the destroyers are really those 





within the system itself who empha- 
size by their practices that profit to 
themselves is their first and sole con- 
sideration. This is just a further 
projection of the philosophy of the 
fake stock promotion outfits, the 
purveyor of quack medicine, the nar- 
row-minded banker who advises his 
institution’s customers in accordance 
with his own interests rather than in 
the interests of those who seek his 
advice. “He profits most who serves 
best” is a motto which grew out of 
the fundamental concept of Amer- 
ican ideals, and one of the lessons 
being learned from the debacle of 
1928-1929 is that the pubiic is best 
served by institutions which have not 
departed from that rule. 


American business is today suffer- 
ing because of the boom-time raid of 
those who did. business for profit’s 
sake alone. The honest banker, in- 
vestment house, merchants, realty 
operator, and all the rest are today 
suffering because of the ruthless 
principles of maurauding individuals 
and groups who deified profits as a 
shrine at which to worship. 


oo 


GREAT cross-section of in- 
dustry, comprising both large 
and small concerns, are included in 
the myriads of mutual policyholders. 
Among them will be found a large 
proportion who constitute the cream 
of American citizenship and Amer- 
ican business enterprise. They un- 
derstand from intimate knowledge of 
and close contact with mutual insur- 
ance that it is a fundamental and 
necessary part of our own present 
economic structure. The mutual 
group who were privileged to hear 
the Columbus statement. listened to 
it calmly with the comfortable feeling 
that the organizations which they 
represented were a potent force in 
keeping America on an even keel. 
That group of stock representa- 
tives and agents who are discrediting 
American business and _ particularly 
stock insurance by their pitiful at- 
tempts at boycott, with their sharp 
rate-cutting practices, with their 
anonymous misrepresentative propa- 
ganda and all the rest of their futile 
attempts to turn back the tide of 
mutual progress, should recognize 
that it is they themselves who should 
be concerned over what the conven- 
tion speaker said; for practices such 
as those enumerated will do more to 
destroy public confidence in the in- 
tegrity of American business, and 
especially of insurance, than the 


short-sighted type of stock agent has 
the intelligence to realize. 
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Frequent Occurrence of Public Disasters Have Served to Call Attention to the Need of Life Insurance 


How Life Insurance Grew Up 


This Installment of History Deals with the Commercial Adolescense of 
A Great Business When Ambition Overran Prudence 


S we have chronicled in previous 
chapters of this brief history 
of Life Insurance, the long de- 

pression which followed the Civil 
War had put the existing companies, 
both stock and mutual, to a test 
which few survived. Only the hardi- 
est, officered by men of energy and 
ability, lasted out the economic 
tempest. With the passing of the 
lean years and the collapse, at least 
in part, of the fraternal societies and 
assessment associations, these old 
line companies began to reap a 
golden harvest. The rapid spread 
of the agency system, stimulated by 
fattened commissions, brought a flood 
of new business. The development 
of the Tontine dividend plan, under 
which the distribution of excess 
profits to mutual policyholders was 
postponed until the end of a prede- 
termined period and only surviving 
members of the class shared, added 
the flavour of a gamble to the other 
advantages of life insurance and 
added fuel to the public desire for 
this protection, fanned by agents eager 
for lush commissions. The goose 
hung high at the turn of the century, 
and the same men who had steered 
their companies through the storms 
of the past proved capable of realiz- 
ing on their opportunities. 


Part Ill 
By MARTIN CULLERTON 


The Armstrong Investigation 


Seemingly realizing for the first 
time the financial power which fate 
and their policyholders had given 
them, those in control made alliances 
with banks, investment houses and 
railroads. Captains of finance and 
industry sat on their boards and 
courted their favor. They saw op- 
portunities to capitalize personally 
on the millions of dollars in reserves 
and assets which they had in their 
hands, and on the golden flood of 
new premiums which was under their 
control. To the natural drive for 
new business which resulted from 
the rivalry between the companies 
was added the further incentive of 
possible personal profit to the execu- 
tives from the use of the company’s 
funds. The mushroom growth of life 
insurance in the closing years of the 
last century and the first few years 
after 1900 has already been recorded. 
In the public view the life insurance 
companies were still paragons of 
virtue and respectibility until, in a 
family quarrel, the officers of one of 
the great companies exposed the 
skeletons in its own closets. So star- 
tling were the revelations that an in- 


vestigation of all life insurance com- 
panies was demanded by the public 
and finally authorized by the New 
York legislature. This was the 
famous Armstrong investigation, 
which was to make Charles Evans 
Hughes nationally famous and gov- 
ernor of New York. It held back the 
development of life insurance for 
five years, put new statutes on the 
beoks of almost every state in the 
Union, and left the companies, sorely 
chastized, to grow up better citizens. 


Qo 


N the night of January 31, 1905, 

James Hyde presented New 
York society with a French Ball, that 
often has been said to have overcome 
completely the sophistication of the 
era. It had quite a different effect 
upon Gage E. Tarbell, second vice 
president of the Equitable, who was 
of a different mind about spending 
money lavishly. Hyde. was the 
vice president and controlling stock- 
holder of the Equitable. Still a young 
man with the ink on his diploma 
hardly dry, he had become the virtual 
master of the company on the death 
of his father in 1899, Like many 
young men who suddenly find them- 
selves entrusted with authority, he 
was sometimes tactless in its use. 
Mr. Tarbell and James W. Alex- 





20 


ander, president of the company, as 
well as most of the other executives, 
were often enraged and irritated by 
the conduct of young Hyde. He, 
possibly, filled with a sense of his 
own importance, was assiduously 
cultivating many of the most promi- 
nent financiers and railroad men of 
the time for both business and social 
reasons. 


Tarbell apparently believed that 
some of the funds used to stage the 
French ball had come from the well- 
filled coffers of the Equitable. 
Spurred to the point of drastic ac- 
tion, he prepared a petition to the 


board of directors which was signed 
by all the officers, including Presi- 


dent Alexander. It asked the removal 
of James Hyde and that the control 
of the company be mutualized by al- 
lowing the policyholders to choose a 
majority of the directors. Hyde re- 
plied, defending his own conduct 
and criticizing the old management. 
The war was on. 


The revelations made by both sides 
furnished good copy, and the news- 
papers quickly spread them before 
their readers. With the executives 
of the company washing their dirty 
linen in the public press, the insur- 
ance department of New York was 
forced to take action, and an exami- 
nation of the company was made un- 
der the personal direction of Francis 
Hendricks, then Superintendent of 
Insurance. His report showed the 
great personal profits made by Henry 
Hyde through the organization of 
Safe Deposit companies which held 
extremely favourable leases on prop- 
erty owned by the Equitable. It ex- 
posed the tremendous salaries (for 
that day) which were being drawn by 
the officers. The gains made by the 
officers at the expense of the com- 
pany through syndicate participation 
were brought to light. The report 
concluded : 

“No superficial measures will correct the 
existing evils in this society. A cancer can- 
not be cured by treating the symptoms. 


Complete mutualization, with the elimina- 
tion of the stock, to be paid for at a price 


only commensurate with its dividends is, 
in my opinion, the only sure measure of 
relief.” 

() great was the hubbub caused 


by the publication of this report 
and the charges made with reference 
to the other companies that the New 


York legislature took a hand. A reso- 
lution was adopted July 20, 1905, 
creating a joint committee of the 


Senate and Assembly to take up the 
matter. The resolution directed the 
Committee— 
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“to investigate and examine into the 
business and affairs of life insurance com- 
panies doing business in the State of New 
York, with reference to the investments of 
said companies, the relation of such com- 
panies to subsidiary corporations, the gov- 
ernment and control of said companies, the 
contractual relations of said companies to 
their policyholders, the cost of life insur- 
ance, the expenses of said companies and 
any other phase of the life insurance busi- 
ness deemed by the Committee to be proper, 
for the purpose of drafting and reporting 
to the next session of the legislature such 
a revision of the laws regulating and re- 
lating to life insurance in this state as said 
Committee may deem proper.’ 


The Committee organized on Au- 
gust 1, 1905, and later employed 
James McKeen and Charles E. 
Hughes as counsel. Hughes is gen- 
erally given credit for guiding the in- 
vestigation and drafting its report. 
Public hearings were begun on Sep- 
tember 6, 1905 and continued until 
December 30, 1905. Because of lack 
of facilities and time the Committee 
confined its attention to companies or- 
ganized in New York which issued 
policies upon a level premium basis. 


The report itself states: “As the 
companies chartered by this State 
transact so large a part of the life 
insurance business of the country, 
there is no reason to doubt that the 
measures found necessary for the 
adequate protection of the policy 
holders of these companies are equally 
necessary for the protection of the 
policy holders in other companies and 
that the suggested legislation should 
extend to all companies doing busi- 
ness within this jurisdiction.” Fif- 
teen level premium companies organ- 
ized under the New York law to- 
gether with the Prudential of New 
Jersey, were closely examined. There 
was a great deal of public interest in 
the hearings and the abuses discovered 
received sensational treatment in the 


press. Life insurance held a promi- 
nent place in the headlines all through 
the fall of 1905. 

DOD 


To dwell on the individual sins 
of the various companies, as ex- 
posed in the testigiony of their offi- 
cers under the questioning of Hughes, 
would only emphasize the weakness 


of mankind without carrying for- 
ward our study of life insurance. 


Taking the report as a whole, it re- 
vealed the following improper prac- 
tices. 


1. The management of the com- 
panies was vested in small groups, 
whose members felt little or no re- 
sponsibility toward their policyhold- 
ers. In the stock companies, the share 
holders, who had contributed only a 
small percentage of the assets of the 





company, were in complete control. 
The policyholders whose funds they 
used were without a voice of any 
kind in the management, and could 
take no steps to check any evils. In 
the mutual companies it was found 
that the controlling officers made 
their reign practically perpetual 
through using the agency system to 
secure proxies. No notice was given 
of elections for the board of direc- 
tors and the long term proxies in the 
hands of the officers permitted them 
to crush all opposition. In order to 
meet the situation the committee rec- 
ommended, and the legislature enacted, 
laws which made void all existing 
proxies and limited their use in the 
future. A new procedure for electing 
directors was adopted, under which 
the policyholders had some possibility 
of overturning the management if they 
felt that it was necessary. New laws 
were suggested to make easier the 
conversion of stock companies into 
mutuals, with fair compensation to 
the stockholders. 


2. The insurance companies were 


taking advantage of their financial 
power to do a banking and _ invest- 
ment business. Both the companies 
and their officers participated in syn- 
dicates organized by the Wall Street 
brokerage houses, usually at a profit. 
Large deposits were left with favored 
or subsidiary banks at ridiculous 
rates of interest. Trust companies 
were organized by some of the larger 
life companies and were given assist- 
ance in ways which were expensive 
to the parent company. Real estate 
was held indefinitely in violation of 
the law through various methods of 
evasion. The committee recommended 
that the insurance carriers confine 
themselves to the insurance business 
and give up their attempts to make 
additional profits through banking or 
speculation with policyholders’ funds. 
Further and more stringent restric- 
tions on the holding of real estate 
were proposed and enacted. 


3. Some of the life companies 
were found to be heavy investors in 
the stocks of companies in other fields 
of endeavor. In a few instances con- 
trol of companies in activities not 
even remotely connected with insur- 
ance was, because of ownership of 
a majority of the stock, in the hands 
of the directors of the life com- 
panies. The possibilities of an exten- 
sion of such practices, with control 
of enterprises of all kinds being 
finally vested in a board operating 
with the funds of its policyholders, 
appalled the committee. Investments 


in common stocks were forbidden, as 











were all syndicate participations or 
transactions for purchase or sale on 
joint account. 

4. It was shown that many com- 
panies were primarily operated for 
the personal profit of their officers. 
Salaries were extremely high for the 
period and nepotism was common. 
The Equitable was not the only com- 
pany which.was found to be support- 
ing collateral companies owned by 
the executives. The committee recom- 
mended that officers and directors 
should be prohibited from any per- 
sonal interest in any capacity in the 
financial transactions of the company. 

5. The cost of obtaining new busi- 
ness was found to be grossly exces- 
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sive. The high commissions paid and 
the other extravagant expenses more 
than consumed the expense loading 
and the mortality saving, making it 
necessary to draw upon the general 
funds of the company, thereby cut- 
ting down the dividends of all policy- 
holders. The companies attempted to 
justify themselves on the grounds of 
competition and the committee re- 
sponded by placing a limit on the 
amount of new business a company 
could write. This limit did not ap- 
ply to industrial insurance, and helps 
explain the rise to first and second 
place of the two great industrial com- 
panies, the Metropolitan and_ the 
Prudential. 
































CHARLES EVANS HUGHES 
Counsel for the Armstrong Committee In 1905 
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6. The efforts of the companies to 
influence legislation came under fire. 
[t was found that some of the bigger 
companies were spending hundreds of 
thousands every year to protect their 
interests. These expenditures were 
camouflaged under the title of legal 
expenses generally, and were some- 


times hidden through fraudulent 
bookkeeping. Heavy contributions 


had been made to campaign funds, 
particularly in the fight to beat Wil- 
liam Jennings Bryan. Many import- 
ant witnesses disappeared rather than 
face the committee, and some of them, 
located in Europe, found that their 
health would not permit their return. 
Such practices received the scathing 
condemnation of the committee, and 
it was recommended that all legal ex- 
penses be accounted for in detail and 
that any lobbying done be carried on 
openly. 

7. The deferred dividend system 
had resulted in the accumulation of 
large amounts which were considered 
as “surplus” and which had financed 
the operations of the executives. As 
a result, dividends actually paid had 
become smaller and the interests of 
the policyholders became insecure. 
In view of these facts the report 
stated: “It is the opinion of the Com- 
mittee that dividends should be dis- 
tributed annually, being applied either 
in reduction of premiums or to the 
purchase of additional insurance, or 
paid in cash, at the option of the in- 
sured. No attempt should be made 
to disturb rights under existing con- 
tracts, but the issue of so-called de- 
ferred dividend policies in the future 
should be forbidden.” This recom- 
mendation was followed by the leg- 
islature. 

The committee made a number of 
other recommendations, advising that 
mutual companies be confined to the 
issue of participating policies, that 
the companies be allowed to accumu- 
late a surplus, that policyholders be 
protected in their legal remedies, and 
a number of others of minor import- 
ance. Practically all of their sugges- 
tions were embodied in legislation 
passed in New York. Some of the 
provisions of the laws enacted at that 
time proved to be too drastic and have 
been subsequently modified. Funda- 
mentally, however, the new legisia- 
tion has proven its worth. 

OSD 
HE investigation by the com- 
mittee and the report which fol- 
lowed it had repercussions through 
the country. It shook the confidence 
of the public in the existing com- 
panies. There was a falling off in 
the amount of new business written. 
(Continued on page 30) 
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Twentieth Anniversary Celebration 


Among those seated at the speakers table on the occasion of the dinner 
celebrating the 20th Anniversary of the founding of the Lumbermens Mutual 
Casualty Company of Chicago at the Chicago Athletic Association on No- 
vember 19th were (First Row) Charles G. Dawes, James &. Kemper, Presi- 
dent of the company, George W. Rosseter. (Standing) Rawleigh Warner, 
Dwight S. Bobb, R. P. Hooper, Howard P. Preston, 


MR. C, E. PETTI- 
BONE, Vice Presi- 
dent and Manager, 
Engineering Department, American 
Mutual Liability Insurance Company 
of Boston, has recently been elected 
Chairman of the Safety Code Cor- 
relating Committee of the American 
Standards Association, which is a 
federation of forty-five national tech- 
nical societies, trade associations and 
Federal government departments, 
under the guidance of which “Ameri- 
can standards” are developed and 
adopted. The Safety Code Corre- 
lating Committee, of which Mr. Petti- 
bone becomes Chairman, is con- 
sidered the most important of the 
A.S.A. divisions. Mr. Pettibone 1s 
the official representative in the 
A.S.A. of the National Association 
of Mutual Casualty Companies. 


Pettibone 
Heads Group 


Casualty Groups THE Reconstruc- 
Borrow tion Finance Cor- 

poration acted as 
fairy grandmother for three stock 
casualty companies during the month 
of August, according to the monthly 
report filed with the clerk of the 
House of Representatives and made 
public by him. The loans to casualty 
companies are: Standard Accident, 
$1,000,000 ; Union Indemnity, $400,- 
000; and American Casualty of 
Reading, $200,000. 


Sun Takes Over ARRANGE- 
Canada National MENTS for the 

purchase of the 
business of the Canada National Fire 
Insurance Company of Winnipeg, 
have been completed, and its out- 
standing risks will be immediately 
assumed by the Sun Insurance. The 
Canada National was well established 
in western Canada and had a prem- 
ium income of approximately $175,- 
O00 a year. 


Kentucky Mutuals THE Kentucky 
Convene Muttial and Co- 

operative Fire 
Insurance Association held its 26th 
annual meeting at Warsaw in that 
state on October 12th. There was a 
good attendance and keen interest 
throughout the sessions, which were 
marked by lively round table discus- 
sions and interesting prepared ad- 
dresses. 


The convention for 1933 will be 
held in Newport, Kentucky. Officers 
elected for the ensuing year are as 
follows: President, George Nagel; 
Vice President, John Kratt; Secre- 
tary, G. W. Frank; Treasurer, Louis 
Diemer; Executive Committee: 
President George Nagel, the Vice- 
President and Secretary, O. E. 
Hurst, J. C. Mindermann; the Legis- 
lative Committee: O. E. Hurst, Wm. 
Mehler, S. D. Mitchell. State Asso- 





ciation Director to the National As- 
sociation, F. Jos. Herrmann. 


Actuarial Society THE annual 
Annual Meeting meeting of the 

Casualty Actu- 
arial Society for 1932 was held in 
New York on November 18th. Out- 
standing addresses were delivered by 
the President, Thos. S. Tarbell, by 
Francis S. Berryman, by John Ed- 
wards of the Ontario Insurance De- 
partment, Toronto, Canada, and by 
William H. Burhop, Secretary of the 
Employers Mutual Liability Insur- 
ance Company of Wausau, Wiscon- 
sin. Mr. Burhop’s talk was a com- 
prehensive discussion of the Wiscon- 
sin unemployment compensation act. 


A feature of the meeting was the 
exceptional interest taken in the in- 
formal discussion of two _ specific 
topics: 


(1) Comparison of the practica- 
bility and desirability of the present 
payroll basis for compensation pre- 
miums with other possible premium 
bases such as: per capita, work- 
hours, units of production, value of 
product, etc. 


(2) Shall Compensation for au- 
tomobile personal injury accidents 
follow the basic principles of work- 
men’s compensation laws of requir- 
ing no proof of negligence and com- 
pulsory acceptance of fixed sched- 
ules of indemnity for injuries? 


Officers elected at annual meeting: 


President—Paul Dorweiler, Actuary, Ac- 
cident and Liability Department, Aetna 
Life Insurance Company, Hartford, 
Conn. 


Vice President—William F. Roeber, Gen- 
eral Manager, National Council on 
Compensation Insurance, New York. 


Vice President—Leon S. Senior, General 
Manager, Compensation Insurance Rat- 
ing Board, New York. 

Secretary-Treasurer (Re-elected )—Rich- 
ard Fondiller, Woodward, Fondiller & 
Ryan, Consulting Actuaries, New York. 


Editor (Re-elected)—Robert J. McManus, 
Statistician, Casualty Actuarial De- 
partment, Travelers Insurance Com- 
pany, Hartford, Conn. 


Librarian (Re-elected)—William Breiby, 
Fackler and Breiby, Consulting Actu- 
aries, New York, 


Members of Council 


3 Years—William M. Corcoran, Office of 
S. H. and Lee J. Wolfe, Consulting 
Actuaries, New York. 


Years—Harold J. Ginsburgh, Assistant 
Secretary, American Mutual Liability 
Insurance Co., Boston, Mass. 
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Years — Clarence W. Hobbs, Special 
Representative of the National Conven- 
tion of Insurance Commissioners, Na- 
tional Council on Compensation Insur- 
ance, New York. 

















New York THE number of en- 
Fire Engines gines responding to 
Curtailed first alarms during 


the daytime in New 
York will be reduced under orders 
announced by Fire Chief John J. 
McElligott. Reasons given for the 
curtailment are less exposure to 
traffic accidents, elimination of dupli- 
cation, and economy in accessory 
operations. 

Only two of the first three pump- 
ing engines formerly scheduled to 
answer the first alarm will respond 
in the future in the daytime, the third 
remaining in its quarters for a second 
alarm or an alarm in another section. 
Ladder trucks are not included in 
the order. On all night alarms, or 
second or more alarms in the day- 
time, responses will be same as in 
the past. 

The order effecting the high pres- 
sure districts requires that all engine 
companies made up of pumper and 
hose wagons will answer first alarms 
with the hose wagon only. On second 
and greater alarms in the high pres- 
sure zone pumping engines will re- 
spond and connect to low pressure 
hydrants. When the fire is extin- 
guished the high pressure service will 
be shut down and the washing out 
and the overhauling of premises will 
be finished with low pressure pump- 
ing engines only. Chief McElligott 
believes the new program will be more 
economical and safer and will not 
affect efficiency. 
Test Status 
of Insurance 
In Montana 


THE question of 
whether or not in- 
surance is a com- 
modity which must 
be purchased by the state from the 
lowest bidder is at issue in an action 
brought by the Miller Insurance 
Agency of Butte against George S. 
Porter, State Auditor and Insurance 
Commissioner, and F. E. Williams, 
State Treasurer, to restrain them 
from paying premiums of $74,455 on 
insurance covering state property. 
The total insurance on state property 
amounts to $9,353,685 and the agency 
recites that the Montana State Board 
of Examiners, State Furnishing 
3oard, and State Board of Supplies 
entered into a contract to purchase 
fire insurance amounting to $9,353,- 
685 covering up to and until Sep- 
tember Ist, 1935, that said contract 
was made without advertising for 
sealed proposals, that the legislature 
has never appropriated any money 
for fire insurance for any period be- 
yond June 30, 1933, at the rate of 
$7.96 per $1,000 for the insurance is 
unreasonable and that it would be 
possible to secure a rate of $5.00, a 
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saving of more than $24,000. The 
contention of the agency is that in- 
surance must be purchased like every 
other commodity through the me- 
dium of sealed bids. 


DS 
Annual Meeting of 
Mutual Casualty Groups 


HE Nationaly. Association of 

Mutual Casualty Companies 
and the National Association of Au- 
tomotive Mutual Insurance Compa- 
nies joined in holding their 1932 an- 
nual meeting at thegGreenbrier Hotel, 
White Sulphur Springs, West Vir- 
ginia, on November 2nd, 3rd,’ 4th 
and 5th. 


H. J. 
Hagge 


Elected Presi- 
dent National 
Association 
Mutual Cas- 
ualty Com- 
panies. 





de J. 
Fitzgerald 


Elected Presi- 
dent National 
Association 
Automotive 
Mutual In- 
surance Com- 
panies. 





The four day session was devoted 
to a discussion of the major prob- 
lems of insurance management and 
listening to reports of officers and 
chairmen of standing committees, all 
of which indicated highly satisfac- 
tory experience of member compa- 
nies during the past year despite the 
general economic depression. Re- 
ports from member company officials 
throughout the country indicated a 
constructive outlook for 1933. Both 
associations voted to continue the 
present national advertising cam- 
paign and the following officers were 


elected : 
SOD 


ATIONAL Association of Mu- 
tual Casualty Companies: 
President H. J. Hagge, President 
Employers Mutual Liability Insur- 
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ance Company, Wausau, Wisconsin ; 
First Vice President, Charles E. 
Hodges, Jr., Vice President Amer- 
ican Mutual Liability Insurance 
Company, Boston, Massachusetts ; 
Second Vice President, James S. 
Kemper, President Lumbermen’s 
Mutual Casualty Company, Chicago; 
Third Vice President, C. N. Jacobs, 
President Hardware Mutual Cas- 
ualty Company, Stevens Point, Wis- 
consin. 

National Association of Automo- 
tive Mutual Insurance Companies: 
President, J. J. Fitzgerald, Secre- 
tary-Treasurer Grain Dealers Na- 
tional Mutual Fire Insurance Com- 
pany, Indianapolis, Indiana; First 
Vice President, Owen Bb. Augs- 
purger, President Merchants Mutual 
Casualty Company, Buffalo, New 
York; Second Vice President, G. L. 
Mallery, Vice  President-General 
Manager Security Mutual Casualty 
Company, Chicago, Illinois. 

Mutals of lowa THE continuing 
In Convention value of the Iowa 

Association of Mu- 
tual Insurance Associations was 
shown by the holding of the 52nd 
annual convention of that body which 
occurred on November 16th and 17th, 
at Des Moines, lowa. The sessions 
were largely attended and those on 
the program included W. A. Rut- 
ledge, President; James Slocum; N. 
E. Kyle; R. T. Packer; John W. 
Strohm, Fire Marshal of the State of 
Iowa; Professor Henry Giese, Iowa 
State College; Harry Doane; D. D. 
Paxson; U.S. Butler; C. L. Strong ; 
John Evans; H. E. Colburn; F. H. 
Dirst ; Harry P. Cooper, Secretary of 
the National Association of Mutual 
Insurance Companies ; B. Rees Jones ; 
J. Dillard Hall; Harold S. Evans; R. 
M. Anwyl; John Gunn, Jr.; W. S. 
Rutledge ; J. W. Howes, and a num- 
ber of others who contributed inci- 
dental discussions. 

New officers elected were E. F. 
Perrin of New Hartford, President, 
F. K. Hawley of Laurens, Vice Presi- 
dent, and Harry L. Gross, Des 
Moines, Secretary-Treasurer. 

Preceding the meeting of the asso- 
ciation the Iowa Mutuals Tornado 
Insurance group held its 49th annual 
convention at which many matters of 
important concern were considered. 
The Iowa Farmers’ Mutual Reinsur- 
ance Association likewise met on No- 
vember 15th. 

All of the meetings were reported 
as highly successful with optimism as 
the keynote and a spirit of close at- 
tention to hard work was indicated 
as the cure for the evils of the pres- 
ent day commercial situation. 
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Knights of the Niblick at White Sulphur Springs 


A. F. Allen, John F. Hynes, J. M. 





Eaton, Walter E. Otto 


Frank X. Malley, John L. Train, Geo. L. Mallery 


J. W. Smith, E. J. Brookhart 


J. W. Huntington, H. 


‘Insurance 


Thrillers’ 


BLURBS for promot- 
ing the sale of books 
are too often mere 
rhetoric with little or no relation to 
the quality of material within the 
covers. But the paragraphs which ap- 
pear on the jacket and in the fore- 
word of “Insurance Thrillers’ do 
represent rather accurately the stor- 
ies they describe. 


Here is a quotation, “If you like 
your crime deeped dyed and your 
mysteries baffling and retribution hot- 
footed! If you thrill to action-packed 
yarns that move swiftly along lines 
of logical deduction to astounding 
climaxes! If you like the latest lit- 
erary style—the short, short story— 
with its quick staccato step, its free- 
dom from delaying unnecessary de- 
tail, forthright vivid presentation of 
suggested essentials only—then you 


will like this book.” 


The book ($1.50) is published by 
the Weekly Underwriter, 80 Maiden 
Lane, New York City, and the press 
agent says with good reason, we be- 
lieve, that especially to folks who are 
in the insurance business this volume 
would make a good Christmas gift. 


J. Hagge, J. J. Fitzgerald, S. Bruce Black 


Auto Inspection MORE than 7,000 
Program motor vehicles will 
be inspected for 
mechanical defects before November 
30th as a result of Save-a-Life cam- 
paigns. launched by the States of 
Virginia and Maryland on October 
15th. The campaigns were prompted 
by the enactment of compulsory 
motor vehicle inspection laws in the 
legislatures of both states early this 
year. They were organized by motor 
vehicle commissioners Baughman of 
Maryland and Frazier of Virginia. 
It is expected that Washington, D. C., 
will announce a similar inspection 
campaign in the near future. 


ACCORDING to 
the 


September Fire 
Loss Lowered 


monthly — re- 

port of the Na- 

tional Board of Fire Underwriters 
fire losses in the United States in 


September amounted to $30,972,318. 
This is a decrease of $2,230,000 from 
the total for September, 1931, or 
6.72%. 


Board For 
Aviation Risks 


GEORGE S. Van 
SCHAICK, Sup- 
erintendent of In- 
surance of New York, has announced 
the organization of the Board of 





Aviation Underwriters. The an- 
nouncement follows in full text: 

“As a direct result of the confer- 
ence of aviation underwriters called 
by Superintendent of Insurance, 
George S. Van Schaick, on June 10, 
1932, an organization has _ been 
formed which will be known as. the 
Board of Aviation Underwriters. 
This board will establish rates and 
underwriting rules for insurance of 
aircraft. 

“Prior to the meeting called by the 
Superintendent of Insurance, five 
underwriting pools were in operation. 
These pools affected individual rate 
filings with the Insurance Depart- 
ment which involved an unsatisfac- 
torily wide range and led to rate 
cutting competition. This unorgan- 
ized state of the insurance field was 
causing bad underwriting results. 
The best interests of companies and 
the public required that this condi- 
tion be improved. 


“The new organization has made a 
uniform filing of premium rates and 
rules for the underwriting of avia- 
tion risks on behalf of the following 
pools: Associated Aviation Under- 
writers; United States Aviation Un- 
derwriters ; Barbour & Baldwin, Inc. ; 
Travelers Group; National Con- 
tinental Aviation Insurance Assn. 

“Aviation insurance has not yet 
emerged from its experimental char- 
acter and it has therefore been 
deemed necessary to permit the rea- 
sonable exercise of judgment in the 
assignment of various classes of 
hazards to a schedule of rates and 
still admit the flexibility. 

“The flexibility of the new sched- 
ule now filed has been restricted to 
a narrower range than heretofore 
prevailed, and the assignment of risks 
to ratings under that schedule will 
be made by a committee of the board. 
The assignment of risks to ratings 
under the now uniform tariff will be 
subject to the review to which any 
assured is entitled upon application 
to the insurance department. 

“The filing includes insurance of 
hazards to the aircraft itself as the 
result of fire, lightning, explosion, 
crash, and other hazards of trans- 
portation, and in addition the liability 
of airplane carriers to passengers and 
others for injuries to person or 
property. 

“The board proposes to study ac- 
cident prevention, the promotion of 
safety, and the compilation of expe- 
rience statistics. The creation of the 
board will coordinate insurance prac- 
tices and extend conservation work 
of the insurance companies into the 
aviation field.” 











’ The Value 


of Insurance 


BECAUSE Bar- 
tholomeo Cavanagh, 
one of the 72 men 
killed when the steamer Observation 
blew up in the East River, September 
9th, paid his fare on the boat, his 
widow was refused compensation in- 
surance proceeds. But because the 
fare was paid, she collected the maxi- 
mum amount of $10,000 from an 
accident policy her husband had 
bought with a subscription to the 
Yonkers Herald Statesman for $1.00. 


Simplify Policy AFTER January 


Forms Ist only three 

policies, the stand- 
ard fire, standard windstorm, and 
standard combined fire and wind- 


storm will be used in western states 
by companies which are members of 
the Western Underwriters Associa- 
tion and the Western Insurance Bu- 
reau. This mandatory ruling does 
not apply to Iowa, Nebraska, and 
Ohio. 


The limitation in the number of 
policies is expected to reduce print- 
ing costs and the expense of keeping 
track of policies. All special forms of 
policies will be recalled on or before 
January 1st. The new ruling does 
not affect the use of the special forms 
of policies for writing exclusively 
farm business through survey agents 
and farm departments. 


The three standard forms can be 
modified by riders. It will, of course, 
be necessary for the agents to become 
accustomed to using many more 
forms of riders than were formerly 
necessary in order to modify the 
three standard policies to meet the 
individual circumstances of each risk. 


THE National Fire 
Protection Associa- 
tion has made a 
tabulation of the causes of 2434 fires 
in retail mercantile establishments 
between 1923 and 1929 inclusive, with 
department stores, restaurants, and 
automobile sales rooms excluded. 


List Mercantile 
Fire Causes 


Matches and smoking were the 
principal cause, accounting for 21 4% 
of the total, with electrical causes 
second with 15% and ignition of 
rubbish and litter with 14.3%. De- 
fective of overheated equipment was 
responsible for 11% of the fires and 
spontaneous ignition for 10.4% of 
those due to known causes. The fires 
due to unknown causes numbered 


961. 


The operation of the sprinklers 
was satisfactory in 98% of the 
sprinklered risk fires. 
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As to point of origin 22.4% of the 
fires started in the stockroom, 19.1% 
in the basement, 18.8% in the sales 
rooms, and 7% in the boiler room. 


Of the 425 fires in dry goods stores 
11.2% were due to current being 
left on electric irons, this being the 
only difference in the general causes 
of fire in the other-classes. 


THE monthly 
report of the Re- 
construction Fi- 
nance Corporation for September has 
been made public by the clerk of the 
House of Representatives. It shows 
loans to insurance companies of 
$3,370,000 during September, of 
which the largest was a loan of 
$1,250,000 to the Maryland Casualty 
Company of Baltimore. 


Borrow 


From R. F. C. 


Plan New THE abolishment of 
Rating Body the present North 
in N. C. Carolina compensa- 


tion rating and in- 
spection bureau and the substitution 
of another state department for it is 
forecast in the bietinial report of the 
State Industrial Commission, which 
administers the workmen’s compen- 
sation acts. 


“Unless the next legislature pro- 
vides for a real North Carolina 
Bureau, divorced entirely from the 
insurance companies and maintained 
by the state, we may expect petitions 
for the increases and decreases from 
time to time and so often as these 
insurance carriers decide that it is 
time to act, or else find their organ- 
izations without anything to do,” the 
report states. 


The Bureau was created by the 
1931 legislature but is not a state 
department nor a part of the insur- 
ance department, although the In- 
surance Commissioner is ex-officio 
Chairman, but it is composed solely 
of insurance carriers delegated to as- 
semble and compile essential data on 
premiums and loss rates for compen- 
sation insurance. 


It is stated that the recent petition 
asking for increased rates from 15% 
to 27% was based on figures com- 
piled by the Bureau, but it developed 
that “these figures were inaccurate 
and erroneous to the extent of 
$276,000 at least,” as the report 
alleges, saying that it must have been 
apparent that the computations came 
from the mother bureau in New 
York “and not from the North Caro- 
lina branch office.” 


Some provision is recommended 
whereby the Insurance Commissioner 
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will have data to verify the tabula- 
tion of premiums and loss experience 
claimed by the carriers, this data to 
be compiled by the State Department 
for comparison with the insurance 
carriers’ data, the report states, sug- 
gesting the commission could easily 
get the data if an amendment is 
adopted “requiring the carriers to file 
copies of their premium and loss ex- 
perience on each policy issued in this 
state with the Industrial Commission. 


New Offices NEW quarters in 
For Minnesota the State Office 
Department Building opposite 


the Capitol will be 
taken by the Minnesota Insurance 
Department as soon as the building 
is ready for occupancy. The change 
will make it possible to bring all 
branches of the Department together 
in one suite. At the present time the 
main office is in one part of the 
Capitol Building with the examining 
force in another division and still 
other employees scattered about the 
building. Commissioner Garfield W. 
Brown expects to begin moving about 
November 15th. 


Life Heads Hold THE Association 
Annual Meeting of Life Insurance 

Presidents will] 
consider the various aspects of broad- 
ening life values through security at 
their Twenty-sixth Annual Conven- 
tion in December, to be held at the 
Waldorf Astoria in New York City. 
Life insurance leaders point proudly 
to the function of life insurance in 
protecting the individual and in act- 
ing as a national economic stronghold 
during periods of depression. How 
life, insurance can further enhance 
human value, both from the stand- 
point of personal protection and in 
the creation of firmer bulwarks of 
national security, will be discussed by 
leaders in the -business. Men promi- 
nent in other fields of activity such as 
public life, banking, and industry will 
also address the delegates on the same 
general theme. 


Hold Hearing 


In Missouri 


A HEARING for 
the purpose of 
considering the 
annual revision of workmen’s com- 
pensation rates and_ revision of 
several classifications was held in the 
office of the Superintendent of Insur- 
ance in Jefferson City, Missouri, on 
November 15th. The result of the 
hearing will not be known until the 
Superintendent of Insurance, Joseph 
B. Thompson, has had an oppor- 
tunity to consider the material pre- 
sented. 
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Mount Vernon Has Become Even More Interesting This Year in View of the Bicentennial Celebrations 


The Incomparable Washington 


Bicentennial Anniversa 


OR more than a hundred years 

we have celebrated February 22 

as the anniversary of the birth 
of George Washington. I believe 
every State in the Union has by legis- 
lative fiat declared February 22 to 
be a national holiday. It has been so 
observed on February 22 with ap- 
propriate ceremony. This year we 
go a litile farther than that. This 
year we celebrate the bicentennial of 
the birth of George Washington, and 
it has been requested by resolution of 
Congress that in every place and time 
where American people are gathered 
together between February 22 and 
November 4 that some special honor 
be paid to the memory of the Father 
of Our Country. To support this 
program Congress made a very liberal 
appropriation of money to gather in- 
formation, and it is the purpose of 
this bicentennial celebration, lasting 
over a period of nine months, to en- 
deavor to cause all future generations 
of American citizens to live in accord- 
ance with the example and precepts 
of his exalted life and character, and 
thus perpetuate the American Union. 


If this were February 22, as by 
legislative fiat it has been made 
February 22 throughout the nine 
months, there would be only one sub- 


An Address 


By Hon. Carrington T. Marshall 


Chief Justice, Ohio Supreme Court 


ject appropriate for discussion. We 
as Americans would be unfaithful to 
the memory of the past, lacking in 
appreciation of the liberties we enjoy, 
if we did not especially honor the 
memory of Washington. On patriotic 
holidays we should take stock of our 
advancement in the arts, ‘in science, in 
literature, and our contribution to the 
general welfare of the whole world. 
Surely, my fellow citizens, there is 
nothing more interesting to any na- 
tion than its history; nothing more 
precious to any people than its na- 
tional traditions. The life and char- 
acter of Washington is always a 
proper subject for discussion at any 
time or place where American people 
are gathered together for serious re- 
flection. 

I do not know of any subject that 
is better calculated to inspire respect 
for the American nation and its laws 
than a study of the early characters 
who made our history glorious. There 
never has been a time when that study 
has been more necessary. The tur- 
bulent state of the times calls for all 
possible stabilizing influences. There 
never has been a time in the history 


of the Father of His Country —— 
the Heights He Reached As Soldier, Statesman, and Usefu 


Citizen 


of the world when there has been a 
more insistent call for men of head 
and heart, for men who have courage 
of their convictions, the willingness 
and the wisdom, the will to stand in 
places of authority and fearlessly pro- 
claim the truth. 


I need not say authority was broken 
down by our participation in the 
World War. That authority must be 
restored by men who disregard in- 
fluence or power. We need a citizen- 
ship that will respect our government 
and its laws, and set a right example 
to the unthinking. The stirring events 
of the last sixteen years have served 
to bring home to us with renewed 
force the conviction that a large por- 
tion of our people have an imperfect 
understanding of our history and the 
men who made that history, and those 
fundamental principles of govern- 
ment upon which our institutions 
must rest for their final security. I 
refer to these things more particularly 
because of the part Washington per- 
formed in those early institutions, in 
making that early history and in lay- 
ing those firm foundations. I there- 
fore, make no apology for going a 
little farther in that connection and 
discussing those early principles. 


For thousands of years the states- 











‘men and philosophers of this world 
had struggled to obtain civil and re- 
ligious liberty, the security of in- 
vidual rights, the writ of habeas 
corpus, the right of trial by jury, and 
all of the other attributes of popular 
government, and all without success. 
Never before in the history of the 
world had experiments in democracy 
been successful, but by a single strok> 
of a pen and in the space of a hundred 
days our forefathers brought forth 
an instrument known as the Federal 
Constitution, which secured for them, 
for us, and for all future generations, 
every one of those governmental bless- 
ings. Other nations have observed 
this and have secured the same bless- 
ings. 

It is a glorious thing to observe that 
no less than twenty-six other nations 
of the earth have adopted the repre- 
sentative form of government, and 
have patterned their government and 
modeled their laws after our lederal 
Constitution. Under that constitution 
we have grown from thirteen insig- 
nificant, quarreling colonies into a 
great nation of forty-eight common- 
wealths, and we have acquired pos- 
sessions beyond the seas, so that it 
can be said of us, as it is said of th> 
British Empire, that the sun never 
sets on our possessions. 


Fe 


FTER the Declaration of Inde- 

pendence and before the adop- 
tion of the Federal Constitution 
conditions were in a state virtually 
bordering on chaos in this country. 
A mob was formed in Philadelphia 
which broke up the legislature, mobs 
were organized in \lassachusetts, and 
the same conditions prevailed in New 
Hampshire and Vermont, and condi- 
tions differing only in kind but not 
in degree, were to be found in all of 
the colonies. Again | say I refer to 
those things beause of the part played 
by Washington. It is not too much to 
say that except for the influence of 
Washington probably the first Con- 
tinental Congress would never have 
been convened. Except for his in- 
fluence the Declaration of Independ- 
ence would never have been signed, 
or the Federal Constitution adopted. 
It is doubtful except for his leader- 
ship, whether the Revolutionary War 
would have been brought to a success- 
ful conclusion. 

The life and character of Washing- 
ton is the only character in American 
history which we honor and celebrate 
entirely free from partisan discussion. 
One political party claims Abraham 
Lincoln as its patron saint, the othe~ 
Thomas Jefferson. I think the time 
has come when many of those great 
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characters of the past should be 
honored absolutely free from parti- 
sanship and politics. We may claim 
some comfort from the fact that we 
are able to think of Washington in 
terms of universality ; we think of him 
as not belonging to any particular 
party, any particular section of the 
country, but to all parties and all 
sections of this gréat land of ours, 
including possessions beyond the seas. 


It is sometimes said that accurate 
history can only be written in retro- 
spection of not less than fifty years 
after the event. If that is true of 
history it is more particularly true 
of biography. Living actors of his- 
tory excite the admiration of partisans 
and friends, and the prejudices of 
enemies. It is impossible to obtain 
an accurate biography within fifty 
years after the passing of the actor 
of history. Biography is not a mere 
chronological narrative, and history 
should be a blending of fact and 
philosophy, a discussion of the causes 
of the rise and fall of nations. His- 
tory is sometimes obscured by too 
much fact and too little imagination. 
The great historians of France and 
England went into the background 
and foundation of those governments, 
and showed that nothing ever hap- 
pened at all, that every great event 
was the result of something planned. 


Turning to the field of biography, 
the biographers of our great men have 
told us of the characteristics of those 
men, something of their private lives. 
They have gone farther and pointed 
out the selfish and unselfish motives 
which prompted their services, and 
shown how those services have 
molded the character of their nation, 
have swayed their people and even 
influencd international events. Of 
course, no one should waste his time 
in writing the life story of a man who 
has not served his fellow men. No 
one should waste his time reading 
such a story. I recently read an ad- 
vertisement of a biography of P. T. 
Barnum. No man or woman should 
waste his time reading the biography 
of a man who boasted that he pros- 
pered upon the credulity of the human 
race. The great beauty of a story of 
a man is that he is a worthwhile man. 
It must be the history of that period 
and when it is spread forth on the 
pages like a panorama, because of 
having been a really great man the 
picture of that man will so permeate 
the history that it would be incom- 
plete without him. Measured by that 
standard no biography of Washington 
has ever been written. On the other 
hand it might be said that in the his- 
tory of our struggle for independence, 
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every page in that part of the history 
of our nation is his biography. In 
every line the part played by Wash- 
ington stands out with such clearness 
and boldness that it becomes apparent 
to the reader that except for the part 
played by him there would be no 


story to tell. 
SOD 


HE early biographies of Wash- 

ington dealt in rather generous 
eulogy, they were tinctured and 
colored by a species of hero worship. 
The later ones have gone to the other 
extreme. Recent writers have sought 
to strip from his character many of 
the traditions which have become 
precious to the American people. And 
under the guise of stripping from the 
story of his life all untruth and all 
exaggeration, they have ruthlessly 
stripped from it many things well 
founded in authentic history. Let me 
give you the most prominent illustra- 
tion of that. The story of Washing- 
ton by Rupert Hughes sought to make 
people think Washington was not a 
Christian gentleman. Many eminent 
divines have denounced that story. 
One of the most familiar paintings 
of Washington is that of his kneeling 
in the snow and praying at Valley 
Forge. That may or may not be true. 
It is unimportant. Washington’s 
Christian character and Christian 
faith rests on something more firm 
than that. He was a great letter 
writer to his friends, and those letters 
have been collected for more than 
130 years, and in many of them ac- 
knowledgement of the favor of divine 
providence in behalf of the colonies 
in their struggle for independence is 
found. One in particular is important, 
a letter he wrote to the governors of 
the colonies, that the interpretation of 
divine providence in our struggle for 
independence was visibly manifest in 
guiding us through the perils of the 
Revolution. Then he says further, 
“No nation is more bound to ac- 
knowledge an invisible hand which 
conducts the affairs of man than the 
people of the United States.” These 
attacks upon the character of Wash- 
ington have not been received kindly 
by the reading public. Whether they 
are true or not it is difficult to say, 
but no good purpose is to be served 
by dragging the skeleton from the 
closet at this late date, 130 years after 
he has passed out of life with not a 
single descendant to defend. The 
criticisms have not dimmed his fame, 
rather they have accentuated and 
emphasized the elements of real great- 
ness which his contemporaries always 
saw, but to which they did not always 
assign a correct reason. 
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Hundreds of lectures and public 
addresses have been given reciting his 
part. Thousands of editorials have 
been written. Sermons have been 
preached in his honor. Each year 
brings forth some new light upon his 
character, new angles of praise and 
attack, and a new and better valuation 
of his public service. We cannot too 
often or too emphatically refer to the 
part played by Washington in the 
drama of our national life. Young 
Americans should be ever reminded 
of those qualities of head and heart 
which gave him distinction, his stead 
fastness of purpose at Valley Forge, 
his loyalty to democracy when he re- 
fused a crown and the head of a 
dynasty, his statesmanship as presi- 
dent of the convention that framed 
the Federal Constitution, his general- 
ship at Yorktown, his resourcefulness 
in the Battle of Mommouth, his 
courage and tact in quelling his troops 
at Yorktown, his wisdom as demon- 
strated in public and private life, his 
faith in divine providence, his un- 
selfishness and magnanimity of heart. 

Americans of every station should 
be reminded in this time of turmoil 
and turbulence that the qualities of 
Washington are more and more in 
demand. It should cause us to pay 
him honor as a strong commanding, 
courageous and majestic figure, whose 
greatness the world acknowledges and 
whose memory should be cherished as 
a rich inheritance by his countrymen. 


SOD 
ASHINGTON was a_ world 
W cheracter in the same sense as 
Columbus, Alexander, Napoleon, and 
Wellington, in a larger sense than any 
of these. It is the sound and sober 
judgment of historians that he was 
greater than any of these. His work 
was always constructive and _ his 
policies always unselfish. He was a 
great man at a time when it was no 
distinction to be a great man. Wash- 
ington did great deeds with sma!l 
means. Goethels finished the Panama 
Canal and acquired a great reputation. 
He had all the resources of the United 
States Government at his command, 
with fifty million men, if necessary, 
and three hundred billions of dollars, 
if necessary. Washington success- 
fully conducted a revolution. It is 
believed by some people who never 
inquired into it that he had all the 
resources of the colonies at his beck 
and call. Nothing is further from the 
truth. It is doubtful if a majority 
of the people of that period were 
giving him an undivided support. 
Washington was a landed pro- 
prietor, a man of wealth, and there- 
fore he was naturally a leader and 
ruler of men and yet we find he pre- 
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ferred that places of power and 
leadership should be reposed in those 
who preferred such places. Washing- 
ton was the commander of the armies 
of the Revolution, but certainly his 
fame does not rest upon his reputa- 
tion in that respect. He brought that 
Revolution to a successful conclusion, 
but history does not record that he 
won a single pitched battle. As a 
military man he was bolder than 
Alexander, more crafty than Hanni- 
bal, wiser than Caesar, more prudent 
than Gustavus Adolphus, more re- 
sourceful than Napoleon, more suc- 

















cessful than Scipio, and his star will 
not pale by the side of these. 

Though a member of the Virginia 
House of Burgesses, and presiding 
officer at the Continental Congress 
and the Constitutional Convention, 
history does not record a single utter- 
ance of his on any subject debated 
before any of those sassemblages. 
There never was a time that he sought 
military or civil preferment. He 
hazarded not only his entire fortune, 
but life itself, in support of the prin- 
ciple of the equality of all men. For 
great things well done, for moment- 
ous things accomplished, for the fact 
of launching a new nation upon the 
world’s history, giving to the world a 
nation unsurpassed, his work stamp; 
him tremendously superior to all men 
of his time, the equal of all men of 
all time. He was a Virginian, the 
first president, and yet he had great 
competition. There was no competition 
in the electoral college. He received 
the unanimous vote of the electoral 
college on the first and second terms, 
a distinction no other president has 
ever attained. Virginia has given him 
to America, and America has given 
him to the world and the ages and he 








stands by common consent first and 
foremost among the founders of em- 
pires in the first degree of greatness. 


Receiver Is Ordered for 
Great National 


FTER a hearing in the Supreme 
Court of the District of Colum- 
bia, it was announced that a perma- 
nent receiver would be appointed for 
the Great National Insurance Com- 
pany. The receiver when named will 
take over all the assets of*the com- 
pany and distribute them to persons 
entitled to share in such distribution. 
The Great National Insurance Com- 
pany was originally incorporated 
under the laws of the District of 
Columbia and was organized to write 
fire and automobile risks. Thereafter 
it merged with the National Fidelity 
of Baltimore, and offices of the com- 
pany were transferred to Baltimore, 
being subsequently moved to New- 
ark, N. J., in December, 1931. 
Testimony was offered tending to 
show that control of the company 
had come into the hands of a group 
at Baltimore which converted the 
assets into stocks of certain corpora- 
tions said to be controlled by them. 
Evidence was introduced tending to 
show these stocks had no market 
value. Herbert L. Davis, Superin- 
tendent of Insurance of the District, 
testified he discovered alleged ir- 
regularities involving investments of 
the company and demanded restitu- 
tion. Under Public Act 137, approved 
May 17, 1932, all the books and 
records of a corporation incorporated 
under the laws of the District of 
Columbia must be kept within the 
District. In view of these facts the 
Court ordered a receiver appointed. 
This worthy piece of legislation 
was fostered by Honorable L. H. 
Reichelderfer, President, Board of 
Commissioners, District of Columbia, 
and advocated in the Congress by 
Honorable Byron B. Harlan, repre- 
senting the Third District of Ohio. 
Mr. Harlan is especially skilled in the 
law pertaining to insurance and bank- 
ing, and is gratefully referred to as 
the member of Congress from Ohio 
“for the District of Columbia.” Much 
of the legislation passing through his 
hands, as Chairman of Committee on 
the Revision of the Laws, House of 
Representatives, is national in scope. 
It is expected that many salutary 
lessons will result from this litigation, 
especially as Superintendent Davis 
stresses the point that corporate 
bodies are authorized by law in the 
interest of the public, not for the 
benefit of manipulators. 
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Compansation Hearings in Many States 
Refuse Stock Company Increases 


HE drive of the stock compa- 
nies to put through a_ work- 
men’s compensation rating 
program that would bring about a 
general jarge increase in rates, cou- 
pled with a provision to allow a dis- 
count for a few of the largest em- 
ployers continues unabated but with- 
out success. In state after state 
their request for a rate increase 
based on a second emergency wage 
factor of 10% and for a graduated 
expense loading, stipulating a dis- 
count of 12'2%. on all annual pre- 
miums over $1000 (about 3%. of the 
compensation risks) has been swept 
away by a flood of opposition from 
employers (large as well as small), 
mutual companies, and some agents. 
The states of Kentucky, Maine 
and Colorado and Texas have joined 
the ranks of those who have defi- 
nately rejected the stock program 
and the Michigan Anti-Discrimina- 
tion Commission has upheld the early 
ruling against it by Commissioner 
Livingston. The completeness of 
the defeat administered to the stock 
companies can only be fully appre- 
ciated after reading the rulings of 
the officials or boards which decided 
the cases. 


OOS 
FTHE rejection of this radical 
change and unfairly discrimina- 


tory proposal is rapidly becoming a 
rout. In not one state where the 
supervisory authorities have the 
power of approval or disapproval has 
the so-called wage factor or the grad- 
uated rate plan been approved. 


STATE OF KENTUCKY 


The decision of the Workmen’s 
Compensation Board of Kentucky, 
reached after an open hearing in 


which all sides had a full opportu- 
nity to present their arguments, is as 
follows: 

“On the 10th day of August, 1932, the 
National Council on Workmen’s Com- 
pensation Insurance filed with this Board 
for and on behalf of Insurance Compa- 
nies in this state, an application for an 
increase in existing rates. As to stock 
companies, the application seeks an aver- 
age increase of 16.5 per cent in rates, and 
on behalf of non-stock companies, an 
average increase of 6.3 per cent in rates. 

“Section 72 of the Workmen’s Compen- 
sation Act of this state provides in part 
as follows: 

‘The rates charged by carriers of in- 
surance, including the parties to any 
mutual, inter-indemnity, inter-insurance 
reciprocal, or other plan or scheme, 
writing insurance against the liability 
for compensation under this act, for 
insurance against such liability and 


against the liability of employers to 
employes where either or both have not 
elected to furnish or accept compensa- 
tion under this Act, shall be fair, rea- 
sonable and adequate, with due allow- 
ance for merit rating, and all risks of 
the same kind and degree of hazard 
shall be written at the same rate by the 
same carrier. No policy of insurance 
against liability for compensation under 
this Act shall be valid until the rate 
thereof has been approved by the Board, 
nor shall any such ¢arrier of insurance 
write any such policy or contract until 
its basic and merit rating schedules 
have been filed with, approved and not 
subsequently disapproved by the Board.’ 


“Under and pursuant to this provision 
of the law, this Board has heard all of 
the parties in interest and has considered 
said application, briefs, exhibits, data and 
entire record, and after having so con- 
sidered the record, it is now ordered and 
adjudged by the Board that the said 
application be and the same is dismissed 
in its entirety and that the proposed rate 
increased in each and all respects be and 
the same is hereby denied and all existing 
rates now in force are continued in effect. 

“It is further ordered and adjudged by 
the Board that the proposal of a discount 
of twelve and one-half (12144% ) per cent 
on all premiums in excess of the first 
One Thousand Dollars charged against 
any individual risk, be and the same is 
hereby denied and said proposal is disap- 
proved. 


“It is further ordered and adjudged by 
the Board that under the law of Kentucky, 
the Board cannot approve two sets of 
rates for any given risk and that said 
rates must be uniform. 


“This record shows that during the past 
year the Workmen’s Compensation Board, 
then composed of the Honorable Clyde 
R. Levi, Honorable Luther C. Little and 
Honorable Charles Gorman, gave to in- 
surance companies writing insurance in 
Kentucky, an average increase of thir- 
teen (13) per cent. It is now proposed 
that a further substantial increase in rates 
be made. The employers of this state 
have strenuously resisted this proposed 
increase, claiming that any further in- 
creases will render it impossible for them 
to carry compensation insurance in this 
State. 

SS 


66N the discharge of our official duties 

we must consider not alone the in- 
terests of the insurance companies, but 
we must consider the interests of employ- 
ers and employes and their dependents in 
case of their death. The stability and 
financial integrity of both insurance com- 
panies and employers in this State must 
be preserved so that the maimed and in- 
jured entitled to compensation may ob- 
tain their rights under the law. It is a 
matter of common knowledge that our 
country now is and has been for some 
time, going through the greatest depres- 
sion in its history. Readjustments in every 
line of endeavor are taking place. Over- 
head expenses are being reduced to a 
minimum. Business in all lines is absorb- 
ing losses and to meet these losses, ex- 
penses have been curtailed, overhead re- 


a. 29 


duced and every effort is being made to 
protect our economic structure. 

“It has been stated in argument that the 
cost of doing business to the stock com- 
panies in Kentucky, is from thirty-seven 
and one-half to forty percent. There is 
no convincing evidence before the Board 
that this percentage is justified, nor is 
there any convincing evidence before the 
Board as to the factors entering into this 
item of administrative cost. 

“Under the law, we have concluded that 
the burden of showing that existing rates 
are not fair, reasonable and adequate 
rests upon the insurance companies. The 
insurance companies have not, in our 
judgment, sustained that burden. 

“In view of the fact that an average 
increase in rates of thirteen per cent was 
granted the insurance companies, the past 
year by the old Board, we are constrained 
to the opinion that no further increase 
should be granted at this time. 

“We are further of the opinion that if 
the insurance carriers, under the existing 
rates, will give consideration to their 
overhead costs and to reduction in ex- 
pense of doing business, they can very 
well maintain their organizations, continue 
in business in this State, make a reason- 
able profit and render to the State a 
patriotic service in its effort at recon- 
struction,” 

DOD 


HE Insurance Commissioner of 

Maine, in refusing to make any 
change in the existing rates, issued 
the following order 


STATE OF MAINE 


Insurance Department 


To WHom Ir May Concern: 

“In the recent hearing upon workmen's 
compensation rates in Maine two different 
schedules were discussed. The stock car- 
riers, basing their request upon bureau 
estimates, proposed an increase of 3.5%, 
with a discount of 12.5% on premiums 
of $1000 or over. The non-stock com- 
panies, in view of their own experience, 
would have lowered the existing scale an 
equivalent of 5.5%. 

“The Maine statute prescribes that com- 
pensation rates shall be approved by the 
Insurance Commissioner and that such 
rates must be ‘adequate.’ In a -similar 
class of cases, relating to public utility 
charges, the Supreme Court of the United 
States has sanctioned the use of the word 
‘reasonable’ as another essential. In it- 
self, however, the word ‘reasonable’ is 
elastic and might be tantamount to an 
arbitrary expression of opinion. 


“It follows, from the foregoing premise, 
that two or more sets of rates, for the 
same risks, cannot be considered ‘reason- 
able’ because it is the measure of the 
hazards involved in a risk, and not the 
method of underwriting, that is material. 
Since the question of fixing rate levels 
relates to future contracts it becomes one 
of ‘reasonable adequacy,’ for losses due 
to inadequate premium can never be re- 
couped. Speculation might result in in- 
solvency for some of the carriers with 
ccnsequent loss of indemnity for Maine 
workmen, and it is the duty of the Com- 
missioner to consider all parties, includ- 
ing employers of labor and the public. If 
rates are too low companies will refuse 
to furnish compensation protection alto- 
gether, and conversely, high rates drive 
employers back upon their own resources. 
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6éyT is argued, that the expense factor 

and particularly agents’ commissions 
were excessive. Be that as it may, the 
agents’ commissions did not advance dur- 
ing the recent inflationary period and have 
been cut already by some carriers. At 
any rate, it does not follow that any per- 
centage of reduction in manual rates will 
produce a corresponding drop in those 
nxed items which are comprised in the 
expense factor. In any case estimates of 
the amount of divergence are bound to be 
speculative and a lowering of existing 
rates is likely to be attended by an auto- 
matic change in the ratio between the 
expense and pure premium quotas, thereby 
diminishing the percentage available for 
payment of claims. 

“Last year’s compensation record in 
Maine shows falling premiums in de- 
clining industries, without a proportionate 
downward trend in contested claims. Ac- 
cording to Schedule ‘W,’ department ag- 
gregates of income and disbursements for 
all companies operating in the State in 
1931, show operative loss of $21,215, ad- 
justed premium collections have been be- 
low normal and the value of outstanding 
medical benefits was greater than that of 
1928. On the face of these facts it does 
not seem advisable to lower the existing 
schedule of rates. 

“It was argued at the last rate hearing 
that some employers could not account for 
the continuance of their respective rates in 
view of their favorable experience. But 
recognition of the complaint that any as- 
sured, because he has no accidents, or 
small ones, should contribute less than the 
actual cost of losses in his group, would 
be to disregard the underlying principle 
of insurance altogether. Upon such theory 
the assured might insist that he should 
receive a premium refund if his home did 
not burn during the term of his fire policy, 
and the result would be that other un- 
fortunates would pay their own losses at 
excessive rates. Insurance, of course, is 
based upon the law of averages, by which 
persons who suffer no loss have bound 
themselves to reimburse those who have 
met with disaster. While the merit sys- 
tem often results in reductions below 
manual rates, it was primarily intended 
to encourage safety for employes. 

“On the other hand, so tar as an ad- 
vance in the cost of compensation insur- 
ance is concerned, rates were increased 
last year to meet an emergency that still 
exists. Subsequent facts have shown that 
increase to have been fully warranted, but 
it took place so late in the calendar year 
that it could not show what the full pre- 
mium income might have been for the 
entire period. 

“At the moment, all things considered, 
it does not seem to be in the public inter- 
est to increase the overhead expenses for 
sO many industries, when future results 
may show that it is not necessary. The 
1931 schedule should be given sufficient 
time to demonstrate its adequacy, or the 
reverse. 

“Accordingly, neither of the two new 
sets of rates has been approved for use in 
Maine, but the existing rates will con- 
tinue to be in effect as promulgated Sep- 
tember 1, 1931, subject to such later modi- 
fications as have been officially confirmed 
in the interim.” 

(Signed) Wilbur D. Spencer, 
Commissioner. 


Augusta, Maine, October 25, 1932. 
Os 
N Michigan the stock program 
had been carefully considered by 
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the Insurance Department and dis- 
approved in emphatic terms, the let- 
ter stating “This proposed ‘filing 
discriminatory in its nature, unac- 
ceptable to the state of Michigan, 
and is hereby disapproved.” 

The Michigan law provides for an 
appeal from the ruling of the Insur- 
ance Department to an Anti-Dis- 
crimination Commission composed of 


the Attorney General, the Banking 
Commissioner and the Insurance 
Commissioner. At the request of 


the stock companies a hearing was 
held before this body on August 31 
and their ruling, affirming the stand 
of the Insurance Department, is as 
follows: 

STATE OF MICHIGAN 


Before the Anti-Discrimination Commission 
ORDER 


“An appeal having been filed and a 
hearing requested by the National Bureau 
of Casualty and Surety Underwriters rep- 
resenting stock casualty carriers of com- 
pensation insurance, with respect to the 
rejection of proposed rating plan as sub- 
mitted July 22, 1932. Said hearing was 
held in the Senate Chamber of the State 
Capitol at Lansing, Michigan, in August 
31, 1932. 

“This Commission, acting on said com- 
plaint and upon its own information, took 
testimony, heard the arguments of coun- 
sel, reviewed briefs filed by the various 
parties at interest, and determined that: 

“The proposed rating plan is discrimina- 
tory in its nature, violates accepted rules 
for computing rates, and is inimical to 
the best interests of the insuring public 
of the State of Michigan. 

The Commissioner of Insurance is up- 
held in his rejection of this proposed rat- 
ing plan, and ‘New Compensation Rates’ 
may not be computed on this basis.” 
(Signed) PAUL W. VOORHIES, 

Attorney General 
REICHERT, 

Banking Commissioner 

(Signed) CHARLES D. LIVINGSTON, 
Insurance Commissioner 
Dated: October 11, 1932. 


COLORADO 


The Industrial Commission of Colorado 
was one of the first to consider the request 
for a rate increase and was also one of 
the first to disapprove the entire stock 
program. On a _ second submission in 
which the rates asked were more in ac- 
cord with the former ruling of the com- 
missioner an increase of 13.6%, approxi- 
mately the amount suggested by the mu- 
tuals, was approved and the Commission 
stated : 

“The proposal that a _ reduction of 
12%4% shall apply to all premiums above 
the first $1000 is disapproved for the rea- 
son that this commission is of the opinion 
that it would be unjust discrimination.” 


OA 


EARINGS have been held in North 

Carolina, Maryland, Missouri, Ten- 
nessee and Alabama at which the ques- 
tion has been argued in detail. No deci- 
sion by the authorities with jurisdiction 
in these states has yet been announced. 
The outstanding feature of all the hear- 
ings continues to be the determined fight 
being made by the manufacturers and 
employers against any raise. 


(Signed) R. E. 





The Missouri manufacturers vigor- 
ously opposed any increase except as deti- 
nitely shown justifiable by actual experi- 
ence. They voiced their opposition not 
only to the emergency factor so generally 
approved last year, but to the 10% wage 
factor and the projection of medical as 
well. Alabama employers likewise, op- 
posed any increase whatsoever. 

The attitude of those who pay the large 
compensation bill in this country at the 
various hearings confirms the conclusions 
set forth in the editorial “Compensation 
Rates and the Public Interest” which ap- 
peared in the October issue of this Jour- 
nal. 


Life Insurance 
(Continued from page 21) 
In the 1908 report Superintendent 
Kelsey of New York says: 

“Instead of an average annual gain in 
insurance in force, as shown for several 
years prior to and including 1904, of about 
$473,000,000, there has been a net average 
falling off of some $18,000,000 for the three 
years since 1904, allowance being made for 


the increase of insurance in force of 1905 
over 1904.” 


The natural distrust of the people 
in the West of Wall Street and the 
New York companies which resulted 
was capitalized on by promoters who 
organized new life companies. With 
the return of public confidence this 
resulted in an exceptional growth of 
insurance in force, because of the 
greater number of companies and 
agents operating. 

The new methods adopted for the 
election of directors in mutual com- 
panies were put to an early and spec- 
tacular test in struggles for control 
of two of the companies, the Mutual 
Life and the New York Life. The 
battle of the proxies was finally won 
by the management and since then 
there has been no serious struggle for 
the control of a large life company. 

Similar investigations were under- 
taken in other states but their find- 
ings and conclusions did not differ in 
any essential from those of the Arm- 
strong committee. New legislation 
was enacted in several states along the 
lines of that adopted in New York. 

It was generally felt, both inside 
and outside the business, that the 
spanking given life insurance by the 
Armstrong committee was badly 
needed, and that the regulations and 
restrictions then imposed must be 
given a great deal of credit for sub- 
sequent progress. 

(Continued in our next Issue) 


Tharp Joins Re. .F..£. 
Mansfield Group THARP, form- 
erly State Agent 
in Ohio for the Public lire Insurance 
Company of Newark, New Jersey, is 
now connected with the Lumbermens 
Mutual Insurance Company of Mans- 
field, Ohio, as Manager of its Im- 


proved Risks Mutuals Department. 











Carriers Investments 
(Continued from page 10) 


to meet obligations to policyholders 
to the same extent as in life insurance. 
Safety may properly be left more 
fully to the judgment of manage- 
ments, but perhaps present re- 
strictions could be advantageously 
extended, at least to cover assets equal 
in amount to the unearned premium 
reserve. Convertibility is of great im- 
portance in order that such companies 
may be able to meet sudden emer- 
gencies, without too great a sacrifice 
in disposing of assets. In other words 
a large share of their assets should 
be invested in securities for which 
there is a continuous demand in the 
market. Yield is important, but should 
be subordinated to other considera- 
tions, 


In casualty insurance, the diversity 
of the business calls for a careful 
study of investment policy to fit the 
needs of each particular carrier. Lines 
such as bonding and credit insurance 
call for ready convertibility; work- 
men’s compensation for stability of 
value and of earnings. 


Again let it be emphasized that 
insurance company managements 
should keep in mind that they are 
primarily in the insurance business, 
that the purpose of insurance is to 
insure, and that the choice of invest- 
ments should always follow the guid- 
ing principle of first making insurance 
more sure. If incidental profits accrue 
from investment accounts, well and 
good. That an investment shows pos- 
sibilities of large earnings or of ap- 
preciation is not to be construed as 
objectionable. But it should first meet 
the criterion of safety, and, where 
necessary, convertibility, in order that 
investment activities may always be 
recognized as the tool of insurance 
and not an end in themselves. 


Interlocking Directorates 
(Continued from page 15) 


other corporations closely affiliated 
by reason of stock ownership or in- 
terlocking directorates. The com- 
mittee can conduct some research 
work and consult good legal counsel 
in its efforts to prepare a rigid bill 
as a suggestion for those commis- 
sioners who may be in a position to 
present such proposed legislation to 
their respective general assemblies. In 
many states, the legislature convenes 
early in January and it will, therefore, 
be very timely if the committee to be 
appointed can complete its work and 
report back to this Convention at our 
December meeting. 
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Massachusetts Counsel 
Interprets Policy Terms 


SERIES of interesting rulings 

have been issued within the 
past few months by Harold J. Tay- 
lor, Counsel for the Department of 
Banking and Insurance of Massa- 
chusetts. 


The ruling which has attracted the 
most attention is that issued on 
November 7 in which Mr. Taylor 
held that it was lawful to attach an 
endorsement to the standard fire pol- 
icy under which it was not necessary 
to tender the unearned premium at 
the time notice of cancellation was 
submitted, the endorsement provid- 
ing that the excess, if not tendered, 
should be refunded on demand. He 
also held that a notice of cancellation 
based on such an endorsement and 
stating that the returned premiums 
shall be refunded on demand would 
be valid under the Massachusetts 
law. In arriving at this conclusion 


- Mr. Taylor reasoned that the Massa- 


chusetts standard policy could be 
amended in any particular where the 
change was not inhibited by general 
provisions .of law. As these changes 
were in no way contrary to the gen- 
eral provisions of law, they could be 
validly made. 


Another important opinion, issued 
in October, indicates that an insur- 
ance company or general agent can- 
not insist that payment of premium 
be made to them instead of to the 
agent or broker who handled the 
other details of the transaction. An 
attempt was made to provide that the 
policy would not be effective unless 
such payment was made to the com- 
pany. Mr. Taylor points out that 
the Massachusetts law states that an 
agent or broker who negotiates the 
policy of insurance “shall for the 
purpose of receiving the premium 
therefor be held to be the agent of 
the insurance company that issued 
the policy, whatever conditions or 
stipulations may be inserted in the 
policy.” He also shows that by an- 
other section of the law no agree- 
ments can be made by the company 
or any of its officers or employees, 
which would waive this part of the 
law. The conclusion therefore fol- 
lows that the insurance company can- 
not by supplementary agreement 
with the insured take away the power 
of the agent to receive the premium. 
Any payment of premium made to 
such an agent or broker is therefore 
held to be payment to the company. 
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A very interesting opinion has to do 
with the provisions of an inland ma- 
rine contract under which the assured 
agrees to pay additional premium or 
premiums at pro rata rate to reinstate 
the policy after a loss. The policy 
also provided for return of unearned 
premium on cancellation in the usual 
way. In the case which brought the 
matter up an inland marine policy 
had been issued, and a total loss paid 
upon it. The insurance company 
after paying the loss gave notice of 
cancellation and the assured at- 
tempted to collect unearned premium. 
Mr. Taylor points out that the pay- 
ment of a total loss under the policy 
discharged the contract and that at 
the time of cancellation by the com- 
pany there was no unearned pre- 
mium. He also points out that the 
insurance company would have a 
valid claim for additional pro rata 
premium for the time the policy was 
in effect following the fire until it 
was cancelled, if it could be shown 
that there was still property subject 
to loss. 


The last of the opinions held that 
the standard fire policy does not be- 
come void if a mortgagee institutes 
foreclosure proceedings and fails to 
notify the insurer. The institution 
of such proceedings does not consti- 
tute a change in title in itself, and 
until there is a foreclosure sale and 
a transfer of title the policy remains 
in effect even though the insurer has 
not been notified. The provisions of 
the Massachusetts policy in this re- 
gard are slightly different from those 
of policies used in other jurisdic- 
tions. 

SOD 

Form Insurance THE National 
Examiners’ Group Association of 

Insurance Ex- 
aminers, with a membership of ap- 
proximately 100, has been recently 
organized and was approved by the 
National Convention of Insurance 
Commissioners at their Texas meet- 
ing. 

The new body was _ promoted 
chiefly by Lawrence S. Rouble of the 
California Department and wiil be 
tributary to the Commissioners’ or- 
ganization. Its chief purpose will be 
educational and its preliminary pro- 
gram calls for setting up courses and 
educational standards similar to the 
actuarial organizations in form. 


The Woman of It 


you asked Geraldine to marry 
you?” 

“Yes, but I didn’t have any luck.” 

“Why didn’t you tell her about your rich 
uncle?” 

“I did. Geraldine’s my aunt now.’— 


Humorist (London). 
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MARINE INSURANCE 


OCEAN—INLAND—YACHT 





Transportation Insurance On A Mutual Basis 


This Company is the largest in the United States writing exclusively Ocean Marine, 
Yacht, Inland Marine and Transportation Insurance on a Mutual Cash Participating 
plan. The profits revert to the assured..«Policies are non-assessable; no policyholder 
being liable to the Company except for the payment of the premium. Its policy offers 
safe and economical protection. 


Latest Dividend 15% 


LOSSES PAID IN EXCESS OF $185,000,000 
DIVIDENDS OF PROFIT TO POLICYHOLDERS OVER $115,000,000 


Inquiries Invited Direct or Through Agents or Brokers 


Atlantic Mutual 


Insurance Company 
(Chartered 1842) 
HOME OFFICE: ATLANTIC BLDG., 49-51 WALL ST., NEW YORK 
CHICAGO OFFICE: 175 WEST JACKSON BLVD., CHICAGO, ILL. 


BRANCH OFFICES: 
BOSTON CLEVELAND PHILADELPHIA 























PREVENTION 





ee HE effectiveness of an idea,” 

said Andrew Carnegie, “may 

be judged not by its ingenuity 

but by the expediency with which 
it is carried out.” 


Mutuai companies have invest- 
ed time, thought and money in 
accident prevention. This work 
has taken the form of research; 
printed material to policyholders 
through the mails; talks to 
groups; posters; bulletins; train- 
ing of company representatives; 
cooperation with governmental, 
state and municipal bodies. 





Prevention of accident is not 
a new thought in insurance prac- 
tice. But it is one that mutual 
companies have been more and 
more concerned with year after 
year. 


The general public benefits 


This extension of the scope of insurance from this work and mutual policyholders 
service has a natural and basic appeal to profit directly since prevention of accident 
mutual management. It is a practical mani- is one tangible factor in producing the mil- 
festation of the fundamental mutual prin- lions of dollars of dividends they receive 
i on of “reducing the cost by reducing the annually. 
oss.” 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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There are thousands of Federal 


Mutual policyholders throughout 
the country who are saving sub- 
stantial amounts each year on their 


fire These 


owners are not surrendering any 


insurance. property 
element of safety or stability. They 


are receiving sound protection, 
speedy payment of losses, capable 
management, and unexcelled serv- 
ice for every premium dollar paid. 
This truly American type of insur- 
ance is carried at cost to the policy- 
holder because the Federal oper- 
These 


principles call for judicious selec- 


ates on mutual principles. 


tion of property insured, which re- 


sults in a lower loss ratio. There are 





A continuous flow of inquiries 
come in from all points, asking 
for information about the Fed- 


eral plan of protection. Hun- 
dreds of trained insurance rep- 
resentatives working out of 
completely equipped 


ment offices provide prompt, 


efficient service to the insuring 
public on a 24 hour basis. 











every year on fire insurance? 





no stockholders seeking a return on 
invested capital. Profits are re- 
turned direct to policyholders 
where the money originally came 
from. What plan could be fairer 
than that? Since organization, the 
cash savings returned to _ policy- 
holders by the Federal total more ,, 
than 42 million dollars. Prudent 
insurance buyers are asked to in- 
vestigate the Federal Mutuals be- 
fore’ entrusting their property for 
protection. The Federal welcomes 
this type of investigation be- 
cause it invariably points to these 
companies as a logical place to 
come for safe fire and windstorm 


protection at on honest cost. 


Federal Hardware & 
Implement Mutuals 


Retail Hardware Mutual Fire Ins. Co. 
Minneapolis, Minn. 
Hardware Dealers Mutual Fire Ins. Co. 
Stevens Point, Wis. 
Minnesota Implement Mutual Fire Ins. Co. 
Owatonna, Minn. 



































ALL MUTUAL CASUALTY 
INSURANCE EXECUTIVES 


# 
Rs 


Gentlemen: 


4 
You, of coursé, are firm believers in mutual insurance, 
and have realized during the past few years just what 


shocks mutual companies are capable of withstanding. 


Have you ever given thought to placing your reinsur- 


ance in a mutual @ any, one of the oldest and strongest _ 


. ‘ah 7 . Sak 
reinsurance carriers in America ? 


We respectfully solicit your inquiries. 


EXCESS UNDERWRITERS, INC. 


J. P. GIBSON Jr., Manager 
75 Fulton Street New York 
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